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ABSTRACT 

This evaluation of Massachusetts Employment and 
Training Choices (ET) progr? n indicates that instead of saving 
taxpayers money, the program has been costly and has contributed 
little or nothing to reduce the state's welfare caseload. ET offers 
welfare recipients a wide variety of employment services, including 
career planning and job search, training in basic skills and job 
skills, and child care. Program expenditures in 1988 were 
considerably higher than in other states offering employment and 
training programs. Two statistical analyses were used to examine 
program effects on the welfare caseload and the work and welfare 
participation of single mothers, the program's target population. The 
following key findings are included: (1) no significant reduction 
occurred in the caseload; (2) work participation among single mothers 
did not increase; and (3) possible recovery of only 13 percent of 
program costs. The following recommendations are mads: (1) shift 
focus away from maximizing numbers of job placements at priority 
wages toward assisting inexperienced and dif f icult-to-place workers 
by modifying the reward structure for contractors and eliminating the 
wage floor for priority jobs; (2) make participation mandatory; and 
(3) shift emphasis from high-cost formal day care to more flexible 
and lower-cost alternatives that could be made available to a larger 
number of working mothers. Statistical data are appended in 28 tables 
ant* 3 graphs. A 54-item bibliography, a glossary, and 6 tables of 
statistical data are appended. (FMW) 
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Most Massachusetts citizens applaud the concept of improv- 
ing the job skills of those on welfare as a means of enabling its 
recipients to become self-sufficient. In 1983, Massachusetts 
began the Employment and Training Choices program, other- 
wise kmwn as ET, io do just that. Since then, it has become one 
of the Commonwealth's most talked about social policy 
projects, yet has remained largely unexamined by independent 
scholars. In an attempt to contribute an in-depth and construc- 
tive critique of the program's performance, Pioneer commis- 
sioned this monograph in 1988 with June O'Neill, a professor 
of economics at Baruch College and a leading public policy 
analyst. 

This book is the culmination of almost two years of hard work 
by a large number of dedicated people. Indeed, the long list of 
those who provided their comments and advice to us and to 
Professor O'Neill includes many leading public policy scholars 
and researchers. While there was not always complete agree- 
ment on every issue — the group represented a wide range of 
political and philosophical points of view — everyone who 
participated in our "peer review" process was impressed with 
the quality and depth of the work. 

Professor O'Neill's fundamental conclusion about ET is 
clear: the program has not been as successful as proponents 
sugj ,»t. Her careful analysis shows that instead of saving the 
taxpayers money as advocates claim, ET has been costly and has 
contributed little or nothing to a reduction in the welfare 
caseload in Massachusetts. She suggests policy changes to make 
the program more cost-effective. Specifically, she recommends 
that the Commonwealth shift the program's focus away from 
maximizing numbers of job placements at priority wages and 
toward assisting inexperienced workers and others who are 
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difficult to place. Tb accomplish this, she suggests modifying the 
reward structure for ET contractors and eliminating the wage 
floor for priority jobs. She also recommends that participation 
in ET be made obligatory. Her final suggestion is that the 
Commonwealth reconsider its current emphasis on high-cost 
formal day care. Instead, more flexible and lower cost child care 
arrangements could be made available to a larger number of 
working mothers. 

We hope that people who see the need for "restructuring" 
state programs and arc serious about devising concrete 
strategies to improve ET and programs like it, will benefit from 
Professor O'Neill's analysis and critique. 

Pioneer is founded on the premise that scholarly analysis is 
an essential prerequisite to achieving sensible solutions to social 
and economic problems in the Commonwealth. We are pleased 
to offer this monograph as a contribution to the local and 
national discussion concerning welfare reform and job place- 
ment and training programs. 



LOVETT C PETERS 
Chairman, Board of Directors 



Boston, Massachusetts 
April, 1990 
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Introduction and Overview 

Ever since the welfare explosion of the late 1960s legislators and 
administrators have attempted to devise programs that would en- 
courage welfare recipients to "work their way off welfare** and thereby 
become self-sufficient. One of the most ambitious and widely 
publicized programs of recent years has been the Employment and 
Training Choices program, known as EX which was introduced by 
Governor Michael Dukakis in Massachusetts in October of 1983. Ac- 
cording to Governor Dukakis, 

The ET program grew out of an awareness that welfare, while 
necessary and important in providing temporary help for 
families in need, can become a spiraling trap which decreases 
its victims' self-respect and sense of responsibility and in- 
creases their dependence.... It (ET) provides welfare 
recipients with a route out of poverty by helping them over- 
come whatever their own barriers to self-sufficiency might be. 
Barriers include illiteracy, an inability to speak English, insuf- 
ficient education, a lack of marketable skills or work ex- 
perience, the high cost and inadequate supply of child care, 
or the prospect of losing Medicaid (Dukakis and Kantcr 
1988). 

Massachusetts has devoted considerable resources to the ET pro- 
gram — $240 million in state funds and $84 million in federal funds over 
a six-year period. A wide variety of employment services are offered to 
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welfare recipients including assistance in career planning and job 
search, and training in basic education and job skills. Although Mas- 
sachusetts is one of many states offering such services, it is unique in the 
size of the effort and the generosity of support services offered. For 
example, Massachusetts finances high-cost child care services for 
AFDC recipients while participating in ET and for at least one year after 
taking a job, and provides particularly intensive educational training 
programs. As a result, expenditures per participant in ET were ap- 
proximately $2,000 in 1988, considerably higher than in other states 
offering employment and training programs. In a comparison with 
three other states offering programs, the General Accounting Office 
(G AO) found that Massachusetts spent the most — three times as much 
per participant as Michigan and seven times as much as Texas (GAO 
1988). 

No one questions the goals and objectives of the ET program. Most 
people would rather have welfare recipients working instead of collect- 
ing welfare, and most people would agree that many of the adults on 
AFDC arc less educated and less qualified for better jobs than the 
population overall and might therefore benefit from training. Thus the 
relatively high expenditures on ET can prove worthwhile if the extra 
dollars spent produce additional gains. 

According to the Massachusetts Department of Public Welfare, ET 
saved the taxpayers $280 million (net of costs) by placing 67,(X)0 welfare 
recipients into jobs over the six-year period — October, 1983 to Sep- 
tember. 1989. This estimate implies that the AFDC caseload in Mas- 
sachusetts would have been at least 50 percent higher in 1989 — an 
incredibly large effect. 
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Claims such as these have been made repeatedly by the Dukakis 
administration and havs been widely circulated in the media as evidence 
of the program's success. In fact, the favorable publicity for ET is 
believed to have contributed to the passage of the Family Support Act 
of 1988, However, the Massachusetts Department of Public Welfare 
has not yet published any analysis backing up their claims. 

The central task of this study is to measure the extent to which the 
ET program has reduced the welfare caseload and saved taxpayers 
money. In order to measure the true impact of ET on the caseload one 
must have a technique for distinguishing between changes in the 
caseload induced by the program and changes that would have occurred 
even in the absence of the program. This is important because as several 
recent studies have shown, the welfare caseload is not static. A substan- 
tial proportion of welfare recipients leave the caseload quickly — a 
majority by the end of two years. According to the Massachusetts DPW, 
prior to ET (fiscal year 1983) case closings in Massachusetts averaged 
close to 4,000 per month, and half of these closings were due to 
recipients taking jobs. 

In view of these considerations, the Massachusetts DPW is likely to 
have overstated the success of ET because their estimates are based on 
the unlikely premise that none of the 67,000 ET participants placed in 
jobs over a six-year period would have found jobs on their own- Yet 
everything that vvc know about the dynamics of caseload turnover 
nationwide and in Massachusetts suggests that many of those placed ly 
ET would have found jobs in the absence of the ET program. 

In this study, we have constructed two statistical frameworks to help 
answer the question of what would have happened to the welfare 
caseload in the absence of the ET program. In addition, we have 



'ITiis federal law, among other things, amends the AFDC program by creating 
new work-related programs for AFDC recipients and establishing a new 
program of child care assistance and extended Medicaid coverage for families 
leaving AFDC. Many of these provisions resemble the design of the FT 
program. 
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weighed this information against jata on program costs to determine 
the net savings generated by the program. Finally, we have recom- 
mended steps that Massachusetts officials might consider taking to 
improve the cost -effectiveness of the ET program. 

Concerning the caseload, we find that ET has not led to any sig- 
nificant reduction in the welfare rolls in Massachusetts. Moreover, 
work participation among single mothers in Massachusetts — the target 
population of ET — has not been increased by the program. 

These findings are based on two types of statistical analysis employing 
different data and methodologies. The first analysis examines changes 
in the welfare caseload in Massachusetts from 1970 to the end of 1987. 
It estimates the effect of the ET program on the caseload after control- 
ling for important economic and demographic factors and policy chan- 
ges that would be expected to influence welfare participation. The 
AFDC-Basic caseload (essentially, female-headed families with 
children) and the unemployed parent (UP) caseload were examined 
separately, because of likely differences in the response of single 
mothers and unemployed fathers to external events and to ET The 
Basic caseload has typically accounted for 95 percent or more of the 
total caseload. 

The results suggest that little if any of the decline in either the Basic 
or UP programs during the 1980s can reasonably be attributed to the 
ET program. Changes in the economy and in the AFDC benefit level 
and especially the effects of the Omnibus Budget Reconciliation Act of 
1981 (OBRA) provisions seem to be the factors largely responsible for 
changes in the caseload. (OBRA is federal legislation that restricted 
eligibility for AFDC benefits.) While ET may have initially contributed 
to a small reduction in the Basic caseload, the effect was not sustained 
and the caseload appears to have even increased slightly during the ET 
period, 1984-1987. 

The second analysis examines the work and welfare participation of 
about 5,000 single mothers per year in Massachusetts and in other states 
for several years before and after the introduction of ET This analysis 
utilizes detailed information on the demographic and social charac- 
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teristics of these single mothers and on economic and policy factors that 
vary among their states of residence hi each of the eight years examined. 
Thus we have controlled for factors such as the increase in the Hispanic 
population in Massachusetts, which officials have cited as a reason for 
upward pressure on the caseload. 

The results of the second analysis ure. consistent with the findings of 
the first (time seri<r) analysis of the caseload data. The probability of 
collecting welfare in Massachusetts n ay have been initially reduced by 
ET but the effect was not sustained. Similarly, ET had no apparent 
effect on work participation. 

It is possible that some training components of ET helped to increase 
the employment or wage rates of certain types of participants. Thus, 
even though ET was not responsible for an individual finding a job or 
leaving the welfare rolls, it may have increased the earnings she could 
obtain on her job. ET may also have caused some subgroups of par- 
ticipants to leave the rolls more quickly than they otherwise would have. 
However, Massachusetts was unable to provide data on the ET program 
that would have enabled us to conduct the detailed microanalysis 
needed to establish these effects. 

Studies based on randomized experiments in other t tales have found 
positive effects for some programs and for particular subgroups of 
welfare recipients. If such effects are present in > lassachusetts they 
appear to be too small to affect the welfare caseload, or else they were 
offset by other features of ET or the welfare program that might have 
actually increased the caseload. For example, the guarantee of state- 
funded child care for ET participants while in training and for at least 
one year after placement in a job, plus the guarantee of state-funded 
medical care (through Medicaid) for the same period, may have acted 
as an inducement to some families to go on welfare in Massachusetts. 
Effects such as these, which influence the flow of persons onto welfare, 
are not captured in an experimental analysis, although they would be 
captured in the kind of aggregate analysis undertaken here. 

ET is undeniably costly. Total spending on the program is projected 
to be about $95 million in fiscal year 1989 — more than double the 
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expenditure in fiscal year 1 986. Our analysis suggests that very little of 
these expenditures have been offset in the form of saving?, to Mas- 
sachusetts taxpayers. Since ET has not reduced the welfare caseload, 
welfare expenditures have not been reduced. As noted, it is possible 
that some ET training or schooling did increase the earnings of ? oir e 
individuals even if it had no effect on their welfare participation. Under 
the most extreme assumptions, these higher earnings would yield higher 
tax payments that would make up, at most, 13 percent of ET costs- 
It should be recognized that our analysis has been confined to the 
measurable savings and costs associated with changes in the welfare 
caseload. However, ET may generate other kinds of social benefits that 
we have not considered. For example, child care services may be valued 
even if they do not increase the work effort of mothers, if they are 
believed to improve children's development or security. Or the taxpay- 
ing public may simply wish to transfer income to low-income working 
mothers in the form of child care. These decisions can only be made by 
the public, however. Our analysis serves the role of pointing out the 
financial consequences of these decisions. 

Some Recommendations 

Although ET appears to have been managed with considerable en- 
thusiasm, certain highly touted features of the program may have 
actually worked against more positive outcomes in terms of caseload 
reduction. 0;>e is the use of performance-based contracting, which 
through its reward structure encourages the placement of a targeted 
number of ET participants in "priority" jobs. (These arc jobs paying 
more than a stated wage floor, typically set well above the legislated 
minimum wage.) As a result, contractors are given an incentive to 
"cream" and select participants who possess the skill and motivation to 
qualify for priority jobs. However, such individuals are likely to be those 
who would have found jobs on their own. Most studies of work 
pro-ams for welfare recipients have found that program impacts are 
likely to be greatest for those who are less skilled, have little prior work 
experience, or have been on welfare longer, 

* 20 
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Two changes might be considered. One is to develop more flexible 
methods of evaluating contractors that would take into account the 
employability of the clientele served. Another is the elimination of the 
wage floor for priority jobs. Employers are more likely to hire a low- 
skilled worker at a lower wage, particularly to start. Motivated workers 
may be trained on the job, formally or informally, and will expedience 
wage increases over time. Although it is understandable that DPW 
would like to provide a mechanism for encouraging contractors to place 
AFDC recipients in higher wage jobs, the reality of the situation may 
be that this simply results in less attention paid to those who seem 
unlikely to qualify for high-paying jobs. 

The voluntary nature of the program on the part of AFDC recipients 
»s another feature that may result in less service to those who are less 
likely to leave the welfare program on their own. If participation in ET 
were mandatory and if those who are less readily employable were made 
the primary focus of attention, the program might spend its resources 
more effectively. Moreover, a mandatory requirement to participate 
might help to change attitudes of young women who look to welfare as 
a long-term option for support. 

The costly child care program is an area that requires more thought. 
Since the purpose of these benefits is transitional, it may not make sense 
to place so many restrictions and regulations as Massachusetts does on 
the kind of care that qualifies and thus push up the costs. Would it not 
be better to provide smaller vouchers that could be used in less formal 
settings to a larger number of users? Moreover, given limited budgets, 
funds now used for ET child care could be spread to low-income 
mothers who arc not on welfare. 

Finally, there are broader issues to be considered about the role of a 
work and training program in an overall policy to reduce welfare de- 
pendence and increase self-sufficiency. Benefits in Massachusetts, as 
in several other states, are relatively high and may create disincentives 
for self-support among low-income individuals. Even an ideal work and 
training program may not increase the earnings of recipients enough to 
provide the incentive to go off welfare under the current welfare benefit 
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system. States with more generous inclinations must, therefore, strug- 
gle with options, none of which will satisfy everyone. 

The following issues deserve serious consideration: 

• Should AFDC benefits be permanent for all adult able-bodied 
recipients, that is until their youngest child reaches the age of 18? 
Or should benefits be scaled back after a period of time? 

• Should priority be given to making overall improvements in the 
schooling and training of all disadvantaged women and men to 
prevent the need for welfare? 

Plan of the Study 

The contents of this report are as follows: 

Chapter 2 provides historical background on the develop- 
ment of employment and training programs for welfare 
recipients. A summary Is given of the results of evaluations 
of these prior work programs, nationwide and in other states. 

Chapter 3 describes the ET program and prior work programs 
in Massachusetts. 

The characteristics of AFDC recipients in Massachusetts and 
in other states are described in chapter 4. Demographic, 
economic, and policy changes that could influence the growth 
of the welfare caseload in Massachusetts and elsewhere are 
detailed. 

The statistical analyses of the effects of ET on the welfare 
caseload are presented in chapter 5, 

Chapter 6 examines the costs and possible benefits of the ET 
program, drawing upon the statistical findings of chapter 5. 
These estimates arc compared with those of other studies. 
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Chapter 7 presents concluding comments and suggests chan- 
ges that -night be made to improve the effectiveness of the 
ET program and reduce the welfare caseload. 



Work Programs for Welfare Recipients: 
Historical Background 

The nation's largest program of cash assistance to needy families, Aid 
to Families with Dependent Children (AFDC) was established under 
the Social Security Act of 1935, when it was known as Aid to Dependent 
Children. Unlike Social Security, the program his always been ad- 
ministered by the states, and funding is shared with the fedeial govern- 
ment. States set their own benefit levels and financial criteria for 
eligibility, subject to federal limitations and regulations. 

The stated purpose of the program has always been to provide aid to 
children deprived of the support of a father who, 50 years ago, was likely 
to be the family's sole breadwinner. At the time, fatherless families 
typically consisted of widows and their children, and this was reflected 
in the AFDC caseload. In the initial years of the program, the father in 
three-quarters of AFDC families was dead or incapacitated, AFDC was 
expected to wither away as Social Security matured and survivor 
benefits to workers* families became more generous and more universal. 

Contrary to these expectations, AFDC did not wither away, but grew 
at an accelerating rate, at least, up until the 1970s (figure 2-1). Hie 
reason for the father s absence has also changed dramatically from the 
30s. Today, illegitimacy is the major reason cited, accounting for 53 
percent of AFDC cases, whereas death or incapacity of the father 
account for only five percent. Divorce and separation account for most 
of the remainder. 
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Figure 2-1 

Total AFDC Caseload for the United States 
1936-1988 
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Since 1961, states have had the option to extend AFDC benefits to 
families in which the father is present but unemployed. In 1988, how- 
ever, unemployed fathers accounted for only 6 percent of all AFDC 
cases. Thus AFDC has remained largely a program for families with 
children in which only the mother is present. 

Public attitudes toward the AFDC program have grown more critical 
in recent years. One reason is the size and cost of the program. 
Although the proportion of the U.S. population on welfare declined 
during the 1980s, it is still, at four percent, more than double what it was 



All but 22 states currently offer the unemployed parent component of AIDC 
However, the Family Support Aet of 1988 mandates that all states establish 
ATDC-UP by October, 1990. 
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in the early 1960s, before the War on Poverty. Another factor is the 
changing composition of the caseload, since a birth out of wedlock is 
viewed as a more voluntary route to becoming a single parent than the 
death or disability of a husband. 

The dramatic change in the role of women in the economy is another 
important reason for changing attitudes toward welfare. In the i<M0s f 
when AFDC was formulated, mothers were not expected to work 
outside the home, and few did. Nowadays, 65 percent of all women with 
children under the age of 18 are in the labor force. Even among women 
with children under the age of six, participation rates are high (56 
percent). The idea that able-bodied women should be excused from 
work may well appear to be an anachronism, bound to raise the ire of 
taxpayers who are themselves increasingly likely to be working mothers. 
Finally, there is concern that welfare may have been a contributing 
factor to the rise in out-of-wedlock childbearing and marital dissolution, 
and that children raised in families heavily dependent on welfare may 
not develop the characteristics and attitudes needed for work and 
self-support. 

It is not surprising that "welfare reform" in the United States has 
emphasized programs intended to increase the earnings and work effort 
of welfare recipients with the hope that this will lead to reductions in 
welfare dependence. 

"Reforming" Welfare with Work and 
Training Programs 

A series of policy measures intended to reduce welfare dependency 
and increase self-support has been introduced over the years by Con- 
gress, the states and successive presidents. In principle, incentives to 
stay off welfare through work or marriage could be fostered by reducing 



These statistics are unpublished data from the U.S. Bureau of l>abor Statistics 
and refer to March, 1988. 
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the level of the basic welfare package or by increasing the other side of 
the scale — the return from work* The level of AFDC cash benefits did 
decline in real terms during the latter half of the 1970s and the early 
1980s when states failed to raise AFDC benefits in line f >vuh inflation. 
However, a purposeful reduction of welfare benefits is seldom advo- 
cated in the policy arena. Instead, the major pieces of legislation 
affecting the direction of welfare have focused on policies designed to 
increase the work effort, employability, and earnings of welfare 
mothers. 

The 1962 Amendments to the AFDC-enabling law, the Social 
Security Act, arc credited with initiating a change in the character of 
welfare policy from "relief" to "rehabilitation." During the 1950s ad- 
ministrator had already begun to shift their attention from the enfor- 
cement of eligibility rules and regulations to the provision of social 
services such as child care and counseling for AFDC mothers (American 
Enterprise Institute 1973). The intent of these social services was 
largely to ameliorate the situation that had caused family breakup and 
thereby enable separated families to get together again. 

Tne 1962 Amendments reinforced this increased emphasis on social 
services, utilizing counseling and referral services, and expanded the 
sjope to include programs to help adult AFDC recipients become 
self-supporting. This new interest in work programs may have been 
inspired in part by the extension of AFDC coverage in 1961 to families 
with an unemployed father. Up to that time AFDC recipients were 
presumed to be out of the labor force. States were encouraged by the 
1962 Amendments to establish Community Work and T>aining (CWT) 
programs with 50-50 federal matching funds. According to Lcvitan, 
Rein, and Marwick (1972), CWT actually provided little training. It 
appears to have been a form of what is now called "workfare," whereby 
participants are put in public jobs where they "work off" public assis- 
tance income. 

In 1964, under the Economic Opportunity Act, legislation was 
enacted to expand CWT This new law established Work Experience 
and Training (WET) demonstration projects to be fully funded by the 
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federal government. The program, which served welfare and non- 
welfare clients (70 percent were on welfare), reached an enrollment of 
71,000 by 1967. It provided vocational training, work experience, 
education, and day care support services — much the same set of 
services as current programs. Although no sophisticated evaluation of 
WET appears to have been undertaken, contemporary accounts sug- 
gest that the program did not succeed in upgrading the skills of trainees 
or in moving any significant number of recipients off welfare (Levitan, 
Rein, and Marwick 1972). 

As has been the history of work and training programs, the seemingly 
poor record of WE T did not discourage Congress from pursuing even 
more ambitious programs to encourage AFDC recipients to work. In 
1967 Congress enacted the Work Incentive program (WIN), a much 
more far-reaching initiative than its predecessors. WIN launched a 
two-pronged attack to encourage work: larger scale work and training 
programs were combined with new financial incentives. 

Two factors motivated the larger effort WIN represented. One was 
the growth of the caseload, which had begun to accelerate in the late 
1960s. (The AFDC caseload increased by 36 percent between 1 950 and 
1960. It increased by 180 percent between 1960 and 1970.) The other 
was the rapid increase in work participation among women who were 
not on welfare. This employment pattern sharply contrasted with the 
continuing low levels of work participation a..iong welfare mothers. In 
1960, 30 percent of all women with children under age 18 were in the 
labor force. This ratio increased to 35 percent by 1965 and to 42 percent 
by 1970. (In 1988 it was 65 percent.) Yet the percentage of AFDC 
mothers who worked remained fairly constant at 15 percent during the 
whole period from 1960 to 1970 (Council of Economic Advisers 1976). 

The financial incentives incorporated into the WIN program were 
intended to encourage AFDC recipients to work by means of an "in- 
come disregard" formula. Prior to the 1967 Amendments, welfare 
payments in many states were subject to an implicit 100 percent tax — 
a mother would lose one dollar in welfare benefits for each dollar that 
she earned. Under the new WIN income disregard provisions, she lost 
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nothing in welfare payments until she earned at least $30 per month 
(after deducting child care costs and other work-related expenses) and 
then her welfare payment was reduced by 66 cents for every dollar 
earned beyond $30 per month (called the "$30 and one-third rule"). 

The ultimate objective of this provision was to encourage welfare 
mothers to become self-supporting. Instead, the provision became an 
agent for increasing the welfare caseload. It is true for women already 
on welfare that financial incentives to work were increased by the 
"disregards." However, these provisions also made AFDC available to 
a new group of women whose actual (or expected) earnings previously 
would have made them ineligible for AFDC. Moreover, the disregards 
were structured in such a way that women already on welfare could 
remain on welfare even when they worked and, in some states, earned 
fairly large amounts. 

Frank Levy (1979) has found that while women already on AFDC 
might have worked somewhat more as a result of the disregards, the 
work effort of single mothers who were not yet on the program was 
reduced. This effect occurred because the incentive to go on the 
program was increased for higher income women, whose work par- 
ticipation was lower on AFDC than it would have been had they 
remained fully self-sufficient. Levy found that, on balance, the reduc- 
tion in work effort of those brought onto welfare by the so-called "work 
incentive" provision outweighed the increased work effort of those 
initially on welfare. Robert Moffitt (1988), however, after examining 
several kinds of data, concluded that on balance the disregards had 
essentially no effect on the work effort of female family heads as a 
whole. Moffitt and Levy agree, however, that the WIN disregards 
eventually led to an increase in 'fte welfare caseload after 1967, since 
the increased work effort among those already on welfare seldom led 
to a reduction in the caseload. 

The employment and training component of WIN was much more 
ambitious than any of its predecessors as its goal was to restore "to 
economic independence all employable persons of 16 and over in 
AFDC families" (U.S. Department of Labor 1971). Although the 
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program never grew to the size originally contemplated, it did grow to 
be quite large. In fiscal year 1975 alone, WIN program costs were about 
$314 million, which would be close to $700 million in today's dollars. 

WIN services started with an evaluation of an enrollee's 
"employability," to be followed by options which included direct place- 
ment in employment for those who were "job ready" and orientation to 
WIN and to the "world of work" for those who were not. Referrals were 
then made to the appropriate educational service, or job training or 
employment program. Child care services were provided for trainees. 
WIN II, implemented in 1972, added a mandatory element to the 
program requiring that all "employable" AFDC recipients register for 
employment services as a condition of receiving welfare payments. The 
number of actual program slots, however, never became large enough 
to train all registrants. 

Several evaluations of the WIN employment and training component 
have assessed its success in reducing welfare dependence and enhancing 
the earnings capacities of enrollees. The results suggest that the 
employment and earnings of enrollees receiving services were enhanced 
by WIN participation, but not by very much. Among those with greater 
initial employment handicaps, gains were found to be more significant 
— a result that is often found in assessments of training programs. 
Despite any earnings gains, however, no significant welfare savings were 
found. 

WIN did not fulfill the high hopes originally held for it. During the 
latter part of the 1970s federal expenditures on the program were held 
fairly constant in nominal terms, which meant a considerable decline in 
real terms. 



Ketron, Inc. (1980) conducted a large-scale evaluation of the program. Also, 
see Grossman et ah (1985) and the concise review in Moffat (1988). 
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OBRA and Beyond 

The Omnibus Budget Reconciliation Act of 1981 (OBRA) repealed 
many of the changes in the welfare system introduced by WIN. The 
Reagan administration and many members of Congress had come to the 
conclusion that the so-called work incentives did not work. According- 
ly, the $30 and one-third rule for earned income was sharply curtailed 
and allowed to apply only during a period of four consecutive months 
during the year. The disregards for child care services and employment 
expenses were capped. States were prohibited from paying AFDC 
benefits to any family with income exceeding 150 percent of the state's 
need standard (raised to 185 percent by the 1984 amendments). These 
changes reduced the amount of earnings a person could have and still 
remain on AFDC. We find that OBRA played a significant role in 
reducing the caseload in Massachusetts, a state that had a relatively 
large number of AFDC recipients with high earnings, prior to OBRA 
(see chapter 5). The experience in New Jersey has been similar (Bar- 
now 1988). 

The WIN employment and training program was also directly af- 
fected by OBRA, which authorized states, if they so chose, to conduct 
demonstration projects as an alternative to WIN. Under these 
demonstrations, states were given considerable freedom to design and 
operate their own programs. For example, states were given the 
authority to operate "workfare" programs, requiring adult AFDC 
recipients to work at an assigned job in exchange for the AFDC benefit. 
The state workfare programs are called CWEP (Community Work and 
Experience Programs). OBRA also permitted states to use AFDC 
benefits to subsidize a job for recipients (grant diversion). And states 
were allowed to mandate program participation for recipients who 
would have been exempted from the WIN work requirement — for 
example, mothers of children between age 3 and 6. The Massachusetts 
ET program, while not a workfare program, is one of the initiatives 
authorized under OBRA as a WIN demonstration program. 
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Table 2-1 




Dimensions of Welfare 


Employment Programs in Seven Areas 




Duration of 




Primary Program 


Location 


Obligation 
c 


Target Group 


Services 


Arkansas 


Limited 


linn » jt _ ^ 

WIN-Mandatory 


Job Search/ 






AFDC Applicants 


Work Experience 






aHU I\CwjpiCfjl& 


avUUwlivv 


Baltimore 


Limited 


WIN-Mandatory 


Job Search, 






AFDC and AFDC-UP 


Education, 






AjH/iiUllHS OlIU 








New Recipients 


Work Experience 








Options 


Cook County 


Limited 


WIN-Mandatory 


Job Search/ 






AFDC Applicants 


Work Experience 






dnu rvwwipiciiib 




San Diego 1 


Limited 


WIN-Mandatory 


Job Search/ 






At DC and ArUL-ur 


Work Experience 








ijvUUVI J w 


San Diego 








Saturation 


Ongoing 


WIN-Mandatory 


Job Search/ 






Ai ul ano Al Ut-Ur 


worK r«xpcncnc£/ 






Applicants and 


Education or 






Recipients 


l>aining Sequence 


Virginia 


IJmitcd 


WIN-Mandatory 


Job Search/ 






AFDC Applicants 


Work Experience 






and Recipients 


Sequence 


West Virginia 


Ongoing 


WIN-Mandaiory 


Work Experience 






AFDC and AFDC-UP 








Applicants and 








Recipients 




(1) Includes women whose youngest child Is 3 years of age or older. 


(2) The first San Diego demonstration operated between 1982 and 1985, The San 


Diego Saturation demonstration operated between 1985 and 1987, 


Source: Gucron 1990. 
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The Manpower Demonstration Research Corporation (MDRC) has 
conducted major evaluations of WIN demonstration projects operated 
in several states. The contents of seven of the initiatives conducted by 
these states are summarized in table 2-1, The most frequently offered 
program is job search, an activity providing assistance in seeking 
employment. In most of the sites, job search, if unsuccessful, is followed 
by placement in an unpaid public job or other work requirement of 
limited duration (usually three months). Some states place greater 
emphasis on human capital development — education and training 
programs. West Virginia pursued a strict workfare program with no 
limit to the length of participation. The West Virginia program, how- 
ever, was largely aimed at men in the unemployed parent program. The 
San Diego Saturation program also required ongoing participation in 
some work or training program for as long as the person remained on 
AFDC, although it was not a "workfare" program. Participation in all 
seven programs was mandatory. 

The results of the evaluations conducted by MDRC have been widely 
cited as encouragement for public funding of work-related programs for 
welfare recipients. The evaluations are based on a "randomized experi- 
ment" in which a group of AFDC applicants and/or recipients is assigned 
randomly to either an experimental group, which is exposed to the work 
program, or to a control group which is not. The control group provides 
a way to gauge what the work participation, earnings, and welfare use 
would be of the experimental group if they were not exposed to the 
program. Research evaluations of voluntary work and training 
programs conducted without the benefit of a randomized experiment 
suffer from the problem of selection bias, since those AFDC recipients 
who enroll in the program are likely to be more motivated individuals. 
When selection bias is an issue it is difficult to determine if a program 



Whether or not statistically constructed "control groups" can he used to 
conduct unbiased evaluations is a hotly debated issue. Sec Hcckman, Hotz, 
and Dabos (1987) for the argument that statistical corrections can eliminate 
selection bias and LaI,ondc and Maynard ( 1987) for the opposite view. 
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Tkble2-2 

^umnmrv nf the Intnactx nn AFDC Flivihles nf Welfare Emnlovment ProoiTQtns in $even AtCOS 

Experimental Control Percentage 
Location, Outcome, and Follow-Up Period Group Mean Group Mean Difference Change 




Y^flr 1 

I CMl 1 


$674 

<JU ft 


«07 


$167 d 


33% 




V^ar 7 
x car & 




$957 


$223 


23% 












31% 


Employed at End of 


Year 1 


20.4% 


16.7% 


3.7%' 


22% 




Year 2 


23.9% 


20.3% 


3.6% 


18% 




Year 3 


243% 


18,3% 


6.2%' 


34% 


Average AFDC Payments 


Yearl 


$998 


$1,143 


-$145' 


-13% 




Year 2 


$793 


$982 


-$190 C 


-19% 




Year 3 


$742 


$910 


-$168 e 


-18% 


On Welfare at End of 


Year! 


51.0% 


59.1% 


-8.1%' 


-14% 




Year 2 


38.1% 


46.0% 


-7.9%* 


-17% 




Year 3 


32.8% 


40.1% 


-7.3%' 


48% 


Baltimore Average Earnings 


Yearl 


$1,612 


$1,472 


5140 


10% 




Year 2 


$2,787 


$2,386 


c 

$401 


17% 




Year 3 


$3,499 


$2,989 


$511* 


17% 


Employed at End of 


Yearl 


34.7% 


31.2% 


33% d 


11% 




Year 2 


39 5% 


37.1% 


2.4% 


6% 




Year 3 


40.7% 


40.3% 


0.4% 


1% 


Average AIDC Payments 


Yearl 


$2^20 


$2317 


$2 


0% 




Year 2 


$2,058 


$2,092 


$34 


-2% 




Year 3 


$1,783 


$1,815 


-$31 


-2% 



8 



\ 

3 




r>4 



(Baltimore) 


On Welfare at End of 


Yearl 


72.0% 


73 3<£: 


.1 4^ 








Year 2 


58.7% 


59.0% * 


♦0J% 


4% 






Year 3 


48.2% 


48.4% 


4U% 


0% 




Average Earnings 


Yearl 




$l t 217 


$10 


l% 




Employed at End of 


Yearl 




71 4Qvi 




0 TV 




Avenge AFDC Payments Year 1 


$3,105 


$3446 


-$40 


-l% 




On Welfare at End of 


Yearl 


78.9% 


80.8% 


-1.9% d 


-2% 


V/7M Of ACT) / 


Average Earnings 


Yearl 


$A37y 


$1,937 


$443 


23% 




Employed at End of 


Yearl 


4? 4<& 


JU.77C 








Average AFDC Payments Year 1 


$W24 


$2,750 


-$226* 


•8% 




On Welfare at End of 


Yearl 


45.8% 


47.9% 


-Z0% 


-4% 


Son D/egt> Saturation 














Avenge Earnings 


Yearl 




$1,677 


5352 


21% 






Year 2 


$2,903 


$2,246 


$658 


29% 




Employed at End of 


Yearl 


34, / 




7. /% 


29% 






Year 2 


34.7%? 


29.3% 


5.4% 


18% 




Avenge AFDC Payments Year 1 


54,4Z4 


$4,830 


-5407 


-8% 






Year 2 






AS S3* 






On Welfare at End of 


Yearl 


66.0% 


72.4% 


-6.4%* 


-9% 






Year 2 


51.3% 


58.7% 


-7.4%* 


-13% 


Virginia 


Average Earnings 


Yearl 




$l,2oZ 


•$69 


5% 






Year 2 


$2,268 












Year 3* 


$2,624 


$2,356 


$268 C 


n% 




Employed at End of 


Yearl 


34.7% 


31.0% 


3^% d 


12% 






Year 2 


39.3% 


33.3% 


6.0% C 


18% 






Year3 b 


38.7% 


34.1% 


4.6%* 


13% 
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Location, Outcome, and Follow-Up Period 



Experimental 
Group Mean 



Control 
Group Mean 



Difference 



(Virpnia) 



Average AFDC Payments Year 1 
Year 2 
Year 3* 
Yearl 
Year 2 
Year3 b 



On Welfare at End of 



WcsiVlrgbua 



Average Earnings Year 1 

Employed at End of Year 1 
Average AFDC Payments Year 1 
On Welfare at End of Year 1 



$1,961 
$1,480 
$1484 

59.8% 
44.0% 
36.6% 

$4S1 

12.0% 
$1,692 
70.9% 



$2,029 
$1,516 
$1,295 
59.4% 
44.9% 
39.3% 

$435 

13.1% 
$1,692 

72.5% 



•$69 
$36 

-$in d 

0.4% 
-0.9% 
-26% 

$16 
-1.0% 
$0 
-1.5% 



Percentage 
Change 

-3% 
-2% 
.9% 
1% 
-2% 
-7% 

4% 
-&% 
0% 
-2% 



Note* Tnese data include zero values for sample member* not employed and for sample members not receiving welfare. Estimates 
are agression adjusted using ordinary least squares, controlling for pre-enrollment characteristics of sample members. TTiere may be 
some discrepancies in experimental<ontroI differences because of rounding. 

In all programs except the San Diego Saturation program, year 1 begins with the quarter of random assignment. As a result, "average 
earnings- in year 1 may include up to two months of earnings pnor to random assignment. In the San Diego Saturation program, year 
1 begins with the quarter following the quarter of random assignment. 

"Employed" or -On Welfare" at the end of the year is defined as receiving earnings or welfare payments at some point dunng the last 
quarter of the year Earnings and AFDC payments arc not adjusted for inflation. 

(a) Annualized earnings and welfare payments are calculated from six and nine months of data, respectively. 

(b) Percent employed and on welfare at the end of 2 1/2 and 2 3/4 years, respectively. 

(c) Denotes statistical significance at the 10 percent level. 

(d) Denotes statistical significance at the 5 percent level. 

(e) Denotes statistical significance at the 1 percent level. 
Source: Gueron 1990. 
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outcome is really the effect of the program or a result of the higher 
motivation of the group receiving the training. 

Tfcble 2-2 presents some of the major results, comparing the employ- 
ment and welfare participation outcomes of those in the experiment 
with those in the control group. Results are shown for up to three years 
of follow-up when available. In four out of the seven programs the 
average earnings and percent employed were significantly higher among 
the experimental group than among the control group. In a fifth site — 
Baltimore — average earnings were higher for the experimental group, 
but an initial increase in the percent employed disappeared by the end 
of the third year. 

The Arkansas and San Diego Saturation programs, which seem to 
have generated the largest increase in employment and earnings, also 
succeeded in reducing welfare payments and welfare participation. 
However, welfare reductions were weakly and sporadically achieved in 
the other program sites. In Baltimore, although the program appeared 
to increase average earnings by 1 7 percent in the third year of follow-up, 
this gain was not accompanied by any measurable reduction in AFDC 
payments or in AFDC participation in any year. 

In interpreting these results it is important to note that they reflect 
the effects of both actual participation in a training or employment 
program and behavior in response to the requirements of the program. 
For example, people may leave welfare to avoid program participation. 
Also, some (from 2 to 12 percent across the seven experiments shown) 
are dropped from the caseload (sanctioned) or experience grant reduc- 
tions for refusal to participate (Gueron 1990). On average, about half 
of those in the seven experiments actually participated in a work-related 
program within nine months of registration (Gueron 1990). 
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One important finding of these studies is that program outcomes 
differ considerably depending on the characteristics of the individuals 
in the experiment. In general, significant positive program effects are 
confined only to those AFDC applicants or recipients who have little 
prior employment or who are more prone to be dependent on welfare. 5 
For example, among those in the first San Diego experiment with no 
prior work experience before random assignment, the experimentals do 
better than the control group in terms of employment and earnings (but 



Impacts of Job Search Propam in San Diego, California, 
by Prior Employment History of Sample Individuals 

No Prior Employment Some Prior Employment 

Exper. Control Difference Exper. Contro l Difference 



Post-Program Impact 

Percent Ever Employed 

Quarters 2-6 45.5 38.4 +7.1'* 1 74.5 71.4 +3.1 

Average Total Earnings 

Quarters 2-6 $2,115 $1,470 +$641* $4,519 $4,641 -$122 

Percent Ever Received 

AFDC Quarters 2-6 86.4 86.4 +0.1 84.1 82.3 +1.8 

Percent Received 

AFDC in Quarter 6 39.7 42.1 -2.3 32.8 30.5 +2.3 

Average Total AFDC 
Payments Received 

Quarters 2-6 $4,088 $4,227 -$140 $2,937 $3,200 -$262 

(1) Statistical significance is indicated as: * = 10 percent level, •• = 5 percent level. 
Source: Goldman, Friedlander, and Long, Final Report on the San Diego Job 
Search and Work Experience Demonstration, MDRC, February 1986. 



This general finding applies to at least four sites for which subgroup 
information has been analyzed — Arkansas, Baltimore, Virginia, and San 
Diego. 
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not in welfare use). By contrast, among the more employable group 
wh'j have prior work experience, the experimental group does no better 
than the control group (table 2-3). 

What is particularly striking about the San Diego experiment, how- 
ever, is how much better those with prior work experience do than those 
who never worked before, whether or not they were assigned to the 
experimental group. Thus, 75 percent of the experimental with prior 
work experience also work during the follow-up period, whereas only 
46 percent of the experimental without prior work experience work 
during the follow-up. By the sixth quarter of the follow-up the groups 
also diverge in terms of welfare use; those with prior employment are 
more likely to have left AFDC Clearly, if managers of work and 
training programs want to show a record of numerous placements and 
do not have to contend with a sophisticated evaluation, they will select 
participants who have prior work experience (or some other indicator 
of cmployability). In Massachusetts, where managers are evaluated 
simply on the number of placements, there will be a strong incentive for 
selection of this kind. 

Although the use of randomized experiments eliminates much of the 
problem of self-selection that has clouded the findings of more standard 
program evaluations, it does not resolve all of ihe Issues. Nor can it 
answer all of the questions one might have about a program's effects. 

The usefulness of an experimental approach lies primarily in its ability 
to separate out the effects of a program on a sample of AFDC recipients 
from what would have happened in the absence of the program. The 
outcomes measured, however, refer to a specific population at a par- 
ticular point in time; and the results may not be fully applicable to 
populations with different characteristics or to periods of time when 
external factors, such as the employment rate, may differ. The absence 
of significant program impacts in West Virginia, for example, has been 
attributed to the high unemployment and rural character of the state 
(Gueron 1990). Because experiments are costly to conduct, however, 
they arc seldom replicated year after year, or from city to city within a 
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state, to determine how the program's effects interact with changes in 
the economy or changes in the mix of welfare applicants. 

Another limitation of the experimental approach is that it does not 
provide information on the macro effects of a program thit might occur 
if it was actually implemented on a large scale. For example, an experi- 
ment tells us nothing about the effect of a work/training program on the 
flow of applicants onto welfare. However, the introduction of a man- 
datory workfare prop ram might deter some individuals from going on 
welfare, while the introduction of a voluntary program that provided 
services generally considered to be desirable — such as child care and 
extended medical benefits — might attract additional individuals onto 
the welfare caseload. Also, an experimental study provides no informa- 
tion on "displacement effects." Thus, a work/training program may 
succeed in placing welfare recipients in jobs that they otherwise would 
not have held. However, if they displace others who then go on welfare, 
there is little net gain from the program. 

Therefore, statistical analysis, like that presented for the ET program 
in the body of this study, is an important complement to experimental 
evaluations. A time scries regression analysis provides a measure of the 
overall effects of a program treatment on caseload trends after taking 
account of changes in such factors as the unemployment rate, other 
aspects of economic activity, and the welfare benefit level. If the work 
program encourages (or discourages) individuals to go on welfare, or if 
recipients placed by the program simply displace other workers, these 
effects arc implicitly weighed against any offsetting factors to obtain the 
net effects of the program. A series of cross-sectional analyses provides 
a relatively inexpensive way to estimate the effect of changes in the 
characteristics of the population eligible for welfare and of changes in 
economic conditions. It supplements and helps verify the results of the 
time series analysis. 

Nevertheless, randomized studies are important measures of pro- 
gram effectiveness; and those conducted by MDRC in other states 
should be considered useful indicators in evaluating the ET program. 
As presented in this chapter, the results of the randomized experiments 
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in other states suggest that work/training programs may provide small 
employment gains, particularly for groups with little work experience 
or other signs of low employability. However, these small gains do not 
seem sufficient to result in significant reductions in the welfare caseload. 
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ET and Welfare: The Setting in 
Massachusetts 

ET is clearly one of the largest state jobs programs for AFDC 
recipients. Expenditures on ET are expected to comprise about 15 
percent of the nation's total spending on such programs in fiscal year 
1989; yet the Massachusetts caseload accounts for only about two 
percent of the total U.S. caseload. This chapter describes the operation 
of the ET program and its forerunner, the Work and Training Program. 
It then provides relevant information on the state economic environ- 
ment, on the AFDC program, and on the characteristics of single 
mothers and welfare recipients. 

The Work and Training Program (WTP) 

ETis not the first employment-related program for welfare recipients 
in Massachusetts. Massachusetts participated in the WIN program 
during the 1960s and 70s. When the Omnibus Budget Reconciliation 
Act (OBRA) enabled states to discontinue WIN and replace it with their 



Total spending on ET in FY89 was projected to be $95.6 million (see tabic 3- 1 ). 
The Congressional Budget Office projected that total spending on work 
programs for AFDC recipients nationwide in FY89 would be $646 million 
(Congressional Budget Office, 1989, table 6, p. 9). Thus, ET accounted for 
14.8 percent of total U.S. spending — approximately IS percent. 



42 



ETand Welfare: The Setting in Massachusetts 29 



own plans, Massachusetts applied for and was granted approval to run 
a WIN-Demonstration program. This was the Work and Training Pro- 
gram (WTP), which began in April of 1982 under the control of the 
Massachusetts Department of Public Welfare (DPW). 

The general strategy of WTP was to expose participants initially to 
job placement activities. The first stage was job counseling and in- 
dividual search, using a Job Bank to facilitate placement. Those who 
were not successful at the first stage went on to participate in Job Clubs 
or more strictly supervised individual job search. Participants were given 
specific requirements, such as completing an average of two job inter- 
views for every eight hours of program participation. Those who did 
not locate jobs during the job search phase were then able to elect 
programs, such as suoported work or training, intended to improve job 
readiness and won >h ills. Thus the more intensive and costly programs 
were placed near the end of the delivery system, to be used only when 
the low-cost job search activities failed. Day care services were provided 
through a new Voucher Day Care system and transportation expenses 
were subsidized. Total WTP program costs for fiscal year 1983 were 
estimated to be $19.2 million, including $3.4 million for day care, with 
the federal government contributing 65 percent of the total (Mas- 
sachusetts DPW, FY84 Budget Request). 

WTP was not well received by welfare advocacy groups in Mas- 
sachusetts. It was labeled "workfare" and called "an attempt to throw 
people off the welfare rolls" (Kluver 1985). Welfare groups particularly 
objected to the mandatory character of participation in the job search 
activities. The federal government has always required that eligible 
AFDC recipients (mainly able-bodied adults with children age six and 
older) register for WIN services. WTP required that eligible AFDC 
recipients not only register but also actually participate in job search 
activities when places in the program were found for them. Recipients 
who refused to cooperate were subject to loss of their benefits. The 
American Friends Service Committee reported that between 1,500 and 
2,000 families lost their benefits or had them reduced as a result of 
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"punitive" measures taken between April of 1982 and February of 
1981 2 

The ET Choices Program 

In 1983, the incoming Dukakis administration convened a task force 
to design a new WIN-Demonstration program to replace the controver- 
sial WTR The resulting plan became the Employment and Training 
Choices Program (ET), and it went into effect starting October 1, 1983. 

In some respects, ET is similar to WTP, offering many of the same 
activities and support services, but on a larger scale. However, there is 
an important difference in program emphasis, as ET devotes a larger 
share of resources to training and education prr yams as opposed to 
strictly job placement activities. Where ET differs most significantly 
from its predecessor is in terms of its philosophy and its management 
style. According to the Massachusetts DPW; 

The ET Choices Program is based on the premise that most 
welfare recipients will choose employment over welfare if 
given access to quality educational, vocational, job placement, 
and support services such as day care and transportation. The 
Program is designed to encourage client involvement through 
maximizing choices rather than to force participation through 
penalizing non-cooperation (Massachusetts DPW, January 
1986). 

The ET philosophy, therefore, emphasizes carrots, not sticks. The hope 
is that AFDC recipients will enhance their earnings capacity through 



2 
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Sec Kluver (1985). Similar numbers were reported in a study by Meredith and 
Associates, which found that 5,328 AIT)C recipients were referred for 
sanctioning and 1,636 were actually sanctioned (reported in Massachusetts 
DPW cvalution of ET, January 1986, p,8). However, DPW, commenting on 
the study, said that it did not have the data to verify the information, 
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participation in ET and then take jobs that will enable them to support 
themselves and their families. 

Although a key element of ET is choice, ET is a WIN Demonstration 
program that receives federal funds, and as such it must conform to 
certain federal restrictions. Thus, all non-exempt AFDC recipients 
must register for ET, just as they did for WTP, and certain categories of 
welfare recipients, such as two-parent families, must be required to 
participate. In principle, refusal to register, or in some cases refusal to 
participate, can result in a withdrawal of welfare benefits. Consistent 
with this federal requirement, a few cases were sanctioned in the first 
year of the program, provoking criticism from welfare rights groups. 

Despite these early problems and the federal regulations, DPW 
seems to have taken the voluntary nature of the program seriously. To 
elicit volunteers, the Department mounted a high-powered marketing 
campaign. (Marketing expenditures accounted for as much as $265 
thousand in fiscal year 1984.) Extensive publicity in the newspapers and 
television has featured "success stories" of ET graduates. Governor 
Dukakis has frequently held press conferences on ET, has included 
references to it in speeches, and has been photographed often with 
former recipients who "escaped from welfare/* Videos on ET run in 
the waiting rooms of many of the larger local welfare offices. Direct 
mailings (in English and Spanish), posters and job fairs are other types 
of outreach efforts undertaken. 

The effects of the marketing campaign arc difficult to determine. 
Possibly some AFDC recipients who would not ordinarily be well-in- 
formed were encouraged to come forward to participate in ET Possibly, 



Welfare rights groups claimed that 43 families were sanctioned in the first year 
of the program, but the Department (DPW) determined that only eight 
actually lost their benefits. At the urging of welfare rights groups, the 
Commissioner agreed not to sanction and also to stress to KTcase workers that 
the program was voluntary so that no subtle coercion would occur (Kluver 
1985), 

The marketing campaign is descn^u in Robert Behn (1987). 
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however, the advertisements, which provided information about child 
care vouchers and other benefits, encouraged some individuals to go on 
welfare who otherwise would not have done so. 

Another distinctive feature of ET is its focus on management innova- 
tions. Although welfare recipients are not supposed to be pressured to 
join ET, program workers are confronted with a battery of initiatives 
and penalties designed to spur them to meet job placement goals. Each 
year the Department establishes goals specifying the number of ET 
placements or referrals each local office should attain. Monthly tallies 
compare actual job placements with the job placement goal. Awards 
are given to offices that meet these goals, while offices that fall short of 
their goal appear to be threatened with loss of some funding. The goals 
seem to be defined simplistically as they refer merely to counts of ET 
participants who went into jobs. No adjustment is made for clients who 
were likely to find jobs on their own, or for clients with weak job skills 
who were more difficult to place. 

ET contractors who actually provide the training and placement 
services are also given goals and incentives through the performance- 
based contracting system. Under this system contractors must enroll 
and place a minimum number of clients in "priority jobs" in order to 
recover the costs of running their programs. Full payment is made only 
if the negotiated job placement and performance goal is met. In fiscal 
year 1987 contractors were only to receive complete reimbursement for 
full-time placements that equalled or exceeded a wage floor of about 
$5.00 an hour (the floor varied across the state) and only after the placed 
person had been on the job for at least 30 days. By the end of 1988, in 



Boston met only 52 percent of its placement goal in FY89 and was threatened 
with a cutback in funding of one-third, Theodore Iandsmark, the official 
responsible for Boston's program said, "the state inevitably will encourage 
training agencies to 'skim the cream' of easier-to-place clients, rather than take 
on more difficult cases/* Landsmark suggested that some other local programs 
with better placement records were already skimming. See Richard 
Kindlcberger, The Boston Globe (July 27, 1989), 
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some areas, the wage floor had risen to $7.00 per hour (Mass Home 
Care, 1988). 

In sum, the performance contracting system is designed to produce 
good job statistics — that is, to place a targeted number of welfare 
recipients in jobs paying substantially above the minimum wage. The 
question is whether such a system provides the right incentives for 
improving the employment and earnings of welfare recipients, lb 
produce good placement statistics, it would be natural and prudent for 
contractors to select low-risk participants — those who possess the 
motivation and skill to qualify for "priority jobs," But, as study after 
study has found, AFDC recipients with good work skills typically find 
jobs on their own and leave welfare relatively quickly. 

This problem has evidently been noticed by the training contractors 
in Massachusetts. In response to an investigation of AFDC employ- 
ment programs conducted by the U.S. General Accounting Office 
(GAO), contractors in Massachusetts volunteered that problems arose 
due to "failure to give credit for outcomes other than placements, and 
failure to adjust performance standards for working with the harder-to- 
serve" (GAO, January 1988). 

ET Employment and TVaining Services 

Multiple services are offered to AFDC recipients through the ET 
program. After registration, the most usual route into the program 
starts with an appraisal by an ET worker to determine the clients needs 
and skills and to develop an employment plan. Following the develop- 
ment of the employment plan, the client is referred to the first activity 
in the plan. An alternate route into ET is taken by some AFDC 



Sec the discussion of the MDRC evaluations of AFDC jobs programs in 
chapter 1 

The time spent on the assessment and plan is usually about 30-45 minutes 
(GAO, January 1988). 
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recipients who forego the appraisal and, perhaps in response to market- 
ing literature, enroll directly with agencies offering the chosen activity. 
The following program activities are offered: 

1. Career planning provides vocational counseling services and more 
intensive assessment of training needs than is offered in the initial 
appraisal session. Most individuals using career planning subsequently 
enroll in another ET activity. 

2. Job placement services are offered by the Department of Employ- 
ment and Training (DET). As in WTP, both group job search (Job 
Clubs) and individual job search are offered. 

3. Skills training programs offer training for specific kinds of jobs (for 
example, clerical or technician jobs). Some training programs are of- 
fered through the federally-sponsored Job Training Partnership Act 
(JTPA), but non-JTPA skills training is also available. One of the most 
important programs in this second category is provided by the Bay State 
Skills Corporation (BSSC), a quasi-public organization that develops 
training programs for specific industries in the state. The duration of 
these programs ranges from 8 to 52 weeks. 

4. Supported work is intended to serve AFDC recipients with little or 
no prior work experience. Participants are placed at a work site where 
they receive training end counseling while on the job. The process 
usually takes four to nine months. 

5. Education services are provided in two categories. One is basic 
education for those who lack the basic educational skills needed in the 
labor market; the other is advanced education for those whose goals 
require post-secondary schooling. 

ET appears to reach a significant minority of adult AFDC recipients. 
The Department reports that between October 1, 1983 and June 1, 
1985, about one-third of all adult AFDC recipients were registered for 
ET (Massachusetts DPW, January 1986). Among ET registrants, 64 
percent actually participated in the program. Thus, 21 percent of all 
adult AFDC recipients eventually entered ET The General Account- 
ing Office (1988) found that in fiscal year 1986, 28 percent of adult 
AFDC recipients in Massachusetts participated in ET during the year 
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(20 percent in an average month). Preliminary findings from a report 
by the Urban Institute point to even higher levels of participation 
(Nightingale et aL 1989). 8 

Published data on the extent to which ET participants engage in 
particular training, education or placement services are scanty. The fact 
that individuals can participate in more than one activity and spend 
varying amounts of time on each creates a measurement problem. To 
properly measure participation in ET activities, a sophisticated system 
for tracking individuals through the program would be needed. 

In their own evaluation of ET over the period October 1, 1983 to 
June 1, 1985, DPW officials reported that 41 percent of all participants 
chose job search activities, 22 percent chose skills training or supported 
work, 31 percent elected education programs, and 6 percent were in 
other special programs. It is not clear, however, whether the reported 
activities reflect multiple activities undertaken by single individuals or 
are selectively counted on some other basis, such as the most recent or 
the longest activity performed. 

GAO (1988) reported annual data for fiscal year 1986 (obtained from 
DPW) on the number of participants in each ET activity with roughly 
the same results — 45 percent in the less costly job search or career 
planning services, 20 percent in vocational training or supported work, 
30 percent in educational services (including vocational education) and 
ihe remainder in other activities such as participant-initiated job 



According to the Urban Institute, about two-thirds of all AFDCcasc heads and 
dependents, age 16 and older, (not enrolled in school) on AFDC in 1987, 
participated in ET. This proportion seems to include participation in ET in the 
past (17 percent participated before 1987) as well as in the next year, i.e., up 
to the end of December, 1988. Among those on AFDC in 1987, the percent 
who actually participated in ET in the same year was only 33 percent, which is 
much closer to the 28 percent participation rate found by GAO. 

Although not explicitly stated, it seems that participants could be counted in 
more than one activity over the year. 
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Table 3-1 

Program Spending on ET 1 , Fiscal Years 1984 -1989 
(in millions of dollars) 



Fiscal Year 


1 QQA 




1QQA 


IVof 




1 "oV 


Job Placement 


5.1 


5.6 


7.1 


6.9 


9.9 


_ 2 

33.2 


Skills Thaining 


Z2 


2.6 


5.1 


7.4 


10.6 


2.6 




04 


0.4 


1 9 


3.6 


52 


















Pregnant Tfecns 






0.2 


1.0 


2.0 


- 


Displaced Homemakcrs 


0.3 


0,3 


03 


0.3 


0.3 


0.3 


Supported Wbrk 


3.7 


4.4 


4.9 


4.9 


2.8 


5.0 


Career Planning 


0.7 


1.1 


1.1 


1.3 


1.0 




College Vouchers 


0.6 


0.5 


0.8 


0.4 


0.5 




Support Services 




0.5 


1.7 


1.7 


3.0 


2.1 


Program Support 


2.0 


2.6 


2.4 


15 


4.9 


4.4 


Sub-Total 


15.0 


18.0 


25.5 


30.0 


40.2 


47.6 


Voucher Day Care 


5.1 


8.3 


17.8 


27.6 


37.3 


48.0 


Total 


20.1 


26.3 


43.3 


57.6 


77.5 


95.6 


State Funds 


11.8 


15.6 


27.9 


43.7 


61.2 


76.8 


Federal Funds 


8.3 


10.7 


15.0 


13.4 


16.3 


18.8 



(1) Excludes spending on ET for General Relief recipients (GR-ET), NPA Food 
Stamp recipients. 

(2) In fiscal year 1989, the Department consolidated most job placement, skills 
training, and education activities under a single performance-based interagency 
agreement with the Commonwealth's lead job agency, the new Department of 
Employment and TVaining, or DET Therefore, education and other skills training 
programs, shown separately in other years, are now included in this umbrella 
category. 

(3) Reflects Bay State Skills contract only. 

(4) Excludes S2.9M in Federal Food Stamp ET funds devoted to GR-Hi: 
* Projected. Other figures are actual. 

Source: Provided in letter dated January 11, 1989, from Massachusetts Depart- 
ment of Public Welfare. 
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Expenditures are another way to determine resource allocation 
across activities. We would expect to find that less costly activities 
account for a smaller percentage of expenditures than they do of 
participants. Data on ET expenditures by program category sent to us 
by the Massachusetts DPW, are shown in table 3-1 for fiscal years 1984 
through 1989. In fiscal year 1986, $21.4 million was spent on ET training 
and employment activities. (This figure excludes voucher day care as 
well as "program support" and "support services," which are largely 
administrative and caseworker services.) Job placement and career 
planning accounted for 38 percent of the $21.4 million spent, while, 
according to GAO, 45 percent of all participants were enrolled in these 
services. This is consistent with expectations. 

However, the 13 percent share of program expenditures going to the 
usually higher-cost education activity is much smaller than the par- 
ticipant share (30 percent); and the 47 percent share of expenditures 
going to skills training and supported work is much larger than the 
participant share (20 percent). These discrepancies are likely due to 
differences in the way training programs offered in community colleges 
are classified. (The data on participants group together with academic 
offerings vocational courses offered in any post-secondary institutions.) 

As ET has grown, the share of expenditures going to job placement 
haf declined relative to skills training and education services. In fiscal 
year 1984, job placement and career planning made up 45 percent of 
expenditures on program activities. This proportion declined to 34 
percent by fiscal year 1988. In absolute terms, however, spending on 
job placement programs increased by 94 percent, far more than the rate 
of inflation (about 14 percent). Spending on all ET employment and 
training services (not including voucher day care) has increased rapidly, 
rising by 168 percent from $15 million in fiscal year 1984 to $40.2 million 
in fiscal year 1988 and by another 18 percent in fiscal year 1989 to an 
estimated total of $47.6 million. 
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ET Voucher Da v Care Services 

The most important support service offered by ET is the provision of 
child care services th ough the voucher day care program. In fiscal year 
1989, estimated spending on voucher day care exceeded expenditures 
on all other ET services combined (table 3- 1 ). The Massachusetts DP W 
projected an expendit ire of approximately $48 million on voucher day 
care in fiscal year 1989 — more than cighc times what was spent in fiscal 
year 1984. 

Expenditures on the day care program arc high in part because both 
current ET participants and former ET participants who have left the 
welfare rolls are eligible for vouchers. ET graduates arc assured of at 
least one year of the subsidy after entering employment. Moreover, if 
no slots arc available in the state's "contracted day care system" (a 
subsidized service for low-income families), vouchers are continued 
after the one-year eligibility period has ended for as long as four years, 
or until a space becomes available in contracted day care. In its FY89 
budget submission, the Department projected that an average of 6,426 
children of ET participants per month and an average of 5,778 children 
of ET graduates per month -vould need voucher day care in fiscal year 
1989. 

Day care costs per child are high in the Massachusetts program, duv- 
to the emphasis on formal care in licensed day care centers. Such 
centers must meet requirements with respect to teacher/child ratios, 
facilities, and teacher qualifications. Independent family care providers 
may be used, but must be registered and also must meet requirements. 
The average annual cost of day care exceeded $4,000 per child in fiscal 
year 1988, and for children with special needs, or for infant and toddler 



ITie Department's FY89 Budget Narrative (p. 32) indicates that the extension 
of vouchers beyond the one-year period was begun in fiscal year 1986. 
Beginning in 1988, these extended vouchers were funded by the Department 
of Social Services, but it is not clear whether the associated costs were included 
in the ET account. Probably they were not. 
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care, the costs were as much as $7,000 annually (Massachusetts DPW, 
FY89 Budget Narrative), Participants in voucher day care do pay a small 
fee, however, adjusted by ability to pay. In fiscal year 1988, the fee 
averaged $22 per month. 

ET graduates with day care vouchers are given priority over other 
low-income applicants for transfer into subsidized Department of Social 
Services (DSS) "contracted" day care slots as they become available at 
licensed centers. The income cut-off for intake into a contracted slot is 
70 percent of the state's median income, i.e., $ 1 7,964 for a family of two 
or three, A family remains eligible for a "contracted" slot until its 
income exceeds 1 15 percent of the state s median income, i.e., $29,520 
for a family of two or three (Massachusetts DPW, FYS9 Budget Narra- 
tive). 

Massachusetts spends considerably more on day care services than 
most states. In their study of four states, the GAO (1988) noted the 
factors that set Massachusetts apart from Michigan, Texas, and Oregon. 
For one, caseworkers in Massachusetts encouraged clients to use formal 
child care facilities funded by ET vouchers; in other states, participants 
were urged to look first for unpaid care (provided by relatives or friends) 
before state subsidized care was offered. The regulatory standards 
imposed by Massachusetts were either not present in the other states 
or were considerably less stringent. In addition, Massachusetts was the 
only one of the four to continue child care funding after the participant 
found a job. 

The generous policy of covering day care services for current and 
former ET participants and for providing high-cost formal day care 
clearly has resulted in escalated costs. Unfortunately, we lack the 
information that would be needed to determine if these expenditures 
are worthwhile. It is simply not known whether the vouchers have made 



1 " The Congressional Budget Office (1989) provides data showing that 
Massachusetts was ranked highest amongst all of the states in monthly payment 
levels per child for full-time care for preschool children in 1987, covered under 
the federal Title XX program. 
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a significant difference in reducing welfare dependence or in attracting 
the more disadvantaged of the AFDC recipients to the ET program. 
Nor is it known whether the children of working mothers are made 
better off by attending the regulated and licensed day care system. 
Given the scarce amount of resources, however, the emphasis on ex- 
pensive formal day care will necessarily result in fewer mothers benefit- 
ing from the service than would otherwise be the case. 
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Factors Affecting ET Outcomes 

In this chapter we describe some of the key changes in Massachusetts 
that could be expected to have an impact on the welfare caseload. We 
look at changes in the state's economy, in the AFDC program, and in 
the characteristics of the state's population. To put the situation in 
perspective, Massachusetts is compared to other states. This informa- 
tion provides background for the next chapter, in which we present a 
formal statistical analysis of the effect of ET on the welfare caseload 
and on the work behavior of potential AFDC recipients. 

Unemployment, Income, and Poverty 

Over the past decade the Commonwealth of Massachusetts has 
clearly prospered. Coming out of the doldrums of the mid-70s, the 
Massachusetts economy started to move ahead at the end of the decade. 
Although unemployment rose in Massachusetts during the deep reces- 
sion that started in 1982, the increase was much milder than in the rest 
of the country. As indicated in table 4- 1 , the overall unemployment rate 
in Massachusetts was 6.1 percent in 1978 — the same as the national 
average; in the recession year 1983, it was 6.9 percent (2.7 percentage 
points below the national average) and from that point on declined 
rapidly, reaching 3.2 percent in 1987. A similar pattern was generally 
repeated throughout New England and also in New York. 

Per capita income, which is a broader measure of economic activity, 
also showed considerable strength in Massachusetts and in New 
England generally. Between 1978 and 1983, per capita income in- 
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Table 4-1 

Per Capita Income and Unemployment in Massachusetts and Selected States 
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14 0 


1 S 1 


15 ft 


1A 1 

lO. 1 


1 A A 


2.1 


13.9 


1 Ititftnrtlntmiatit Unfa' 




















Difference. 


Massachusetts 


6.1 


3.0 


7 O 


o.v 


4 ft 
4.0 


1 Q 


1 ft 

3.0 


1 7 

3.Z 


1 1 


0.8 


-3.6 


Maine 


6.2 


7 ft 


ft fx 


o n 
v.u 


0. 1 


f > 4 

.7.4 


5 1 

J. J 


4 4 
4.4 


1 ft 


2.8 


-5.2 


New Hampshire 


3.8 


4 7 
4, / 


7 4 


5 4 


4 3 


1 0 


7 ft 

Z.O 


7 S 


7 4 

Z«*t 


1.6 


-3.0 


Vermont 


5.9 


6.4 


6.9 


6.9 


5.2 


4.8 


4.7 


3.6 


2.8 


1.0 


-4.1 


Rhode Island 


6.6 


7.2 


10.2 


8.3 


5.3 


4.9 


4.0 


3.8 


3.1 


1.7 


-5.2 


Connecticut 


5.3 


5.9 


6.9 


6.0 


4.6 


4.9 


3.8 


3.3 


3.0 


0.7 


-3.0 


New York 


7.7 


7.5 


8.6 


8.6 


7.2 


6.5 


6.3 


4.9 


4.2 


0.9 


-4.4 


U.S. Average 


6.1 


7.1 


9.7 


9.6 


7.5 


7.2 


7.0 


6.2 


5.5 


3.5 


-4.1 



Source: Survey of Current Business, April 1989, p. 66; U.S. Bureau of Labor Statistics. 

i = ^ 

ERiC ^ (c? 
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creased by 1 1 percent in Massachusetts compared to only two percent 
nationwide; during the recovery period 1983 to 1988, per capita income 
rose by 27 percent in Massachusetts — twice as fast as the national 
average. (These figures are adjusted for inflation.) By 1988, the level 
of per capita income in Massachusetts was 26 percent ab. )ve the national 
average, whereas a decade earlier it was only four percent higher. 
Connecticut is the only stale in the region that surpasses Massachusetts 
in per capita income, and Connecticut has the highest income in the 
nation. 

With prosperity on the rise, one would expect poverty to fall. As table 
4-2 shows, poverty rates in Massachusetts and other New England states 
did decline during the 1980s among male-headed families with children 
(mostly two-parent families). Nationwide, poverty rates for this group 
rose during the recession and fell again during the recovery. Among 
female-headed families with children, however, poverty did not decline 
to any significant degree in Massachusetts or in other states. New 
Hampshire is a striking exception — poverty rates for female-headed 
families with children dropped by half over the decade (to 16 percent) 
and are now only 35 percent of the national average. 2 Over the 1985-87 
period the poverty rate for single mothers was 16 percent in New 
Hampshire compared to 43 percent in Massachuse" 

Why are poverty rates so high for female-headed families in Mas- 
sachusetts (and other states) during ? period of economic boom? One 
reason is the relatively high percentage on welfare an ' *hc low percent- 
age working full-time. Only cash income is counicd in determining the 
poverty rate; and women on welfare receive a substantial amount of 



The pave i y rates are avcragea over a few years because sampling fluctuations 
can produce erratic year-to-year changes in individual states. 

Only a small percentage of single mothers receive welfare in New I fampshire, 
while the overwhelming majority work full-time (see below, tables 4-9 and 
4-10). Thus poverty, as measured by cash income, is relatively low in New 
Hampshire. 
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Poverty Rates of Families with Children in Massachusetts and Other States 


Averages for the years: 


1980-1981 


1982-198} 


1985-1987 


Female-Headed Families (with children <18) 






Massachusetts 


39.5 


40.2 


43.0 


Maine 


45.3 


44.8 


49.1 


New Hampshire 


32.8 


318 


16.0 


Vermont 


37.2 


42.6 


42.1 


Rhode Island 


48.9 


50.5 


48.8 


Connecticut 


41.3 


41.3 


40.5 


New York 


51.6 


52.7 


51.6 


New Jersey 


43.3 


46.9 


42.9 


Maryland 


33.3 


37.6 


31.9 


California 


34.1 


41.1 


39.6 


UNITED STATES 


43.7 


46.9 


45.8 


Male-Headed Families (with children <1S) 






Massachusetts 


5.1 


4.5 


4.2 


Maine 


11.4 


9.6 


6.4 


New Hampshire 


3.6 


4.5 


1.4 


Vermont 


8.5 


11.0 


4.9 


Rhode Island 


5.6 


9.1 


4.0 


Connecticut 


5.2 


3.5 


2.1 


New York 


6.6 


9.1 


7.8 


New Jersey 


4.4 


6.3 


.15 


Maryland 


5.6 


5.5 


3.7 


California 


8.7 


10.9 


10.0 


UNITED STATES 


8.5 


10.1 


8.6 


Source: U. S. Bureau of the Census, Current Population Survey, March Supple- 


ments, Public Use Tapes. 









uncounted income from non-cash benefits such as food stamps, housing 
subsidies, and medical benefits. 

Moreover, welfare income is typically under-reported relative to 
income from earnings. No state in the LLS. pays a cash AFDC benefit 
that would bring a family up to the poverty line. Counting food stamps, 
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however, the combined benefit provides an in-rome above 90 percent 
of the poverty line in several states. (California, for example, would be 
at 100 percent; Massachusetts around 90 percent) If other non-cash 
benefits are also counted, welfare recipients may in many cases exceed 
the poverty line. 

Welfare Benefit Levels 

Massachusetts is a relatively high benefit state. The monthly maxi- 
mum AFDC benefit for a family of three was $579 in 1988 -.nd $668 for 



Table 4-3 

Maximum Monthly AFDC Benefit 
for Three and Four Person Families in Massachusetts 

In Current Dollars In Constant 1988 Dollars 1 



Year 


Family of Three 


Family of Four 


Family cf Three Family of] 


1978 


337 


396 


584 


687 


1979 


337 


3% 


533 


626 


1980 


379 


444 


539 


632 


1981 


380 


445 


494 


578 


1982 


380 


445 


465 


545 


1983 


379 


445 


450 


528 


1984 


396 


463 


451 


527 


1985 


432 


505 


475 


555 


1986 


476 


556 


514 


600 


1987 


550 


635 


573 


661 


1988 


579 


668 


579 


668 



(1) Deflated using the CPI-X1 Price Index. 

Source: Department of Health and Human Services, Family Support Administra- 
tion, Washington D.C. 
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a family of four (table 4-3). 3 During the latter part of the 1970s and 
early 80s, cash benefit increases did not keep pace with inflation and as 
a result the real benefit fell. After 1984 cash benefit increases exceeded 
the rate of inflation and rose in real terms by 22 percent between 1985 
and 1988. The Massachusetts benefit level also increased relative to 
other states. Massachusetts was 22 percent above the national average 
in 1985 and 44 percent above the average in 1988 (table 4-4). 

The cash benefit in Massachusetts, as in other states, is supplemented 
by food stamps. In addition, however, many families receive other cash 
and in-kind benefits, some of which are unique to Massachusetts. Table 



Table 4-4 

Maximum AFDC Benefit for a Family of Four 
with no other income (in 1988 dollars) ' 





1980 


1984 


1985 


1986 


1987 


1988 


Massachusetts 


632 


527 


555 


600 


661 


668 


Maine 


501 


514 


511 


528 


530 


522 


New Hampshire 


558 


488 


486 


487 


563 


541 


Vermont 


787 


678 


678 


693 


704 


705 


Rhode Island 


646 


501 


513 


543 


568 


590 


Connecticut 


735 


625 


628 


640 


629 


627 


New York 


677 


645 


623 


645 


621 


638 


U.S., Weighted 














Average 


508 


443 


454 


460 


470 


462 


Massachusetts as Percent 














of U.S. Average 


124 


119 


122 


131 


141 


144 



(1) Deflated by the CPI-X1 Price Index. 

Source: Unpublished data, Department of Health and Human Services, Office of 
Fhmity Assistance. 



The monthly cash benefit reported for Massachusetts includes the rent 
allowance for families living in private housing. 
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4-5 lists the benefits available to a Massachusetts welfare family of three 
persons in fiscal year 1988. Also shown is the amount of the benefit to 
recipients, the percentage of AFDC families actually receiving the 
benefit, and the average or expected value to all AFDC families (which 
is defined as the amount to recipients times the proportion receiving it). 
The total average value of these benefits was $9,510 in fiscal year 1988. 
This estimate excludes Medicaid which would add at least $2,000 to the 
benefit package. 

Table 4-5 

Benefits (excluding Medicaid) Available to AFDC Family of Tfiree 
in Private Housing FY 1988 

Typical Benefit Percent Receiving Benefit Average Value* 



AFDC Benefits 








AFDC Cash Grant 


$6,120 


100% 


$6,120 


Clothing Allowance 


300 


77% 


231 


Rent Allowance 


480 


100% 


480 


Emergency Assistance 


917 


31% 


284 


Food Stamps 


1,704 


86% 


1,465 


Fuel Assistance 


565 


48% 


271 


Other Benefits 








Crib/Layette Payments 


$300 


12% 


$36 


School Meals 


520 


90% 


468 


WIC Benefits 


813 


19% 


155 



TOTAL AVERAGE VALUE ■ $9,510 

(1) The average value is the amount of the benefit averaged over all AFDC 
families whether or not they »cceivcd the benefit. It is obtained by multiplying the 
"typical benefit" (the anount of the benefit to those who actually receive it) times 
the proportion receiving the benefit. 

Note: The benefits shown are annual amounts for families with no earnings, and 
therefore exclude benefit amounts that may be received from the earned income 
disregard, the child support disiegard and other such items. 

Source: Massachusetts Department of Public Welfare, FYS9 Budget Narrative. 
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Including Medicaid, therefore, the average value of the welfare 
benefit package in Massachusetts was about $ 1 1,500 in 1988 for a family 
of three. It is evident that many jobs would not be attractive enough to 
compete with this income level, which is tax-free and requires no work 
effort outside the home or expenses related to working. Even if a 
welfare recipient could obtain a job paying $7 an hour, she would gross 
only $12,250 for the year working 35 hours a week and 50 weeks a year. 
The financial incentive to stay on welfare is likely to be considerable for 
a large proportion of welfare families. 

Characteristics of Women Who Head Families 

The number and characteristics of single mothers in a state is natural- 
ly expected to influence the welfare caseload. Here we give a brief 
profile of women who head families in Massachusetts and in other 
states, and then sketch similar information for women on welfare. 

The data that we use for the analysis of single mothers in the popula- 
tion were largely derived from the Current Population Survey (CPS), 
an ongoing national survey of about 60,000 households conducted by 
the U.S. Bureau of the Census on a monthly basis. We present the data 
as averages over a few years because statistics for individual years are 
subject to error due to the relatively small samples for many states. 

The proportion of families with children that are headed by the 
mother alone has increased in Massachusetts during the 1980s. In the 
1986-1988 period, 23 percent of Massachusetts families had a female 
head, a proportion below that of New York, but above that of the other 
New England states and above the national average (table 4-6). 

Out-of-wedlock childbcaring has become an increasingly important 
reason underlying the formation of female-headed families nationwide 
as well as in Massachusetts. As shown in table 4-7, 21 percent of all 
births in Massachusetts were to unwed mothers in 1987, up from 14 
percent in 1978. This percentage — the "illegitimacy ratio" — is still 
below the national average of 24.5 percent or the New York rate (29 
percent) but is about the same as the rest of New England. 

IKJC H2 
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Table 4-6 

Female-Headed Families as a Percentage of All Families with Children, 
Massachusetts and Selected Other States, 1980-1988 



/wcia&cs ior inc years. 








Massachusetts 


19.2 


20.0 


23.0 


Maine 


13.6 


15.9 


15.9 


New Hampshire 


14.9 


17.5 


12.7 


Vermont 


11.6 


153 


18.0 


Rhode Island 


24.2 


23.2 


19.3 


Connecticut 


18.8 


21.4 


18.9 


New York 


24.2 


24.9 


26.5 


New Jersey 


19.8 


20.7 


19.2 


Maryland 


19.9 


20.2 


23.5 


California 


20.8 


19.8 


19.3 


UNITED STATES 


19.0 


20.2 


20.9 



Source: U.S. Bureau of the Census, Current Population Survey, Public Use Tfcpes 
of the March Supplements. 



Table 4-7 

Trends in the Illegitimacy Ratio 1 in Massachusetts and Selected Other States 





1978 


1980 


1982 


1983 


1984 


1985 


1986 


1987 


Massachusetts 


13.7 


15.7 


16.6 


16.8 


17.7 


18.4 


19.3 


20.8 


Maine 


12.2 


13.9 


14.8 


15.2 


16.3 


17.8 


19.0 


19.8 


New Hampshire 


9.6 


11.0 


1Z3 


12.0 


12.6 


13.4 


13.9 


14.7 


Vermont 


9.1 


13.7 


14.8 


15.8 


15.9 


17.2 


16.7 


17.9 


Rhode Island 


14.1 


15.7 


16.1 


17.7 


17.7 


19.6 


19.8 


21.8 


Connecticut 


n.a. 


17.9 


19.5 


20.1 


23.2 


21.3 


19.0 


23.5 


New York 


n.a. 


23.8 


25.6 


26.1 


26.9 


28.1 


29.4 


29.4 


UNITED STATES 


16.3 


18.4 


19.4 


20.3 


21.0 


22.0 


23.4 


24.5 



(1) Births to unmarried women as a percent of all live births. 
n.a. = not available 

Source: National Center for Health Statistics, annual volume of Vital Statistics of 
the United States and unpublished data. 
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Single mothers in Massachusetts arc more likely to be black or 
Hispanic than the total population in the state, although they arc still 
more than 70 percent white and non-Hispanic (table 4-8). During the 
1980s the percentage of single mothers who are Hispanic increased 
from 12 percent to 15 percent, but the percentage who are black 
declined from 16 percent to 13 percent. The proportion who are black 
in Massachusetts is considerably below the national average, while the 
proportion who are Hispanic is somewhat higher. The Hispanic popula- 
tion itself is composed of groups with diverse ethnic origins. In Mas- 
sachusetts, female family heads who arc Hispanic arc overwhelmingly 
Puerto Rican (84 percent). Nationwide, however, Puerto Ricans ac- 
count for only about one-fifth of Hispanic single mothers, while persons 
of Mexican origin account for half. 

The educational level of single mothers decreased somewhat during 
the 1980s in Massachusetts, although the pattern in other states was 
typically the opposite. Thus, in the period 1982-1984, 22 percent of 
single mothers in Massachusetts had not graduated from high school, 
while in the years 1986-1988, 25 percent had not (table 4-8). Nation- 
wide, the proportion who were not high school graduates decreased 
from 24 percent to 22 percent. The increase in women with relatively 
low schooling levels in Massachusetts may partly reflect the increase in 
women of Hispanic origin, who tend to have lower levels of educational 
attainment. 



Among all persons in Massachusetts tabulations from the CVS show that only 
about four percent arc Hispanic and 4 .5 percent are black. 

These percentages are based on calculations from the Public Use Tapes of the 
CPS for the years 1986-1988. 
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Table 4-8 

Characteristics of Single Mothers 
Averages for the years: 1982-1984 1984-1986 


1986-1988 


Percent Black: 








Massachusetts 


15.6% 


16.1% 


12.7% 


Maine 


- 


- 




New Hampshire 


- 


- 




Vermont 


- 


- 


m 


Rhode Island 


10.5 


7.9 


14.3 


Connecticut 


28.8 


28.8 


20.6 


New York 


36.2 


36.1 


35.9 


UNITED STATES 


34.1 


34.1 


33.7 


Percent Hispanic: 








Massachusetts 


11.8% 


12.3% 


15.1% 


Maine 


- 


1.1 




New Hampshire 


- 


- 




Vermont 


- 


- 


m 


Rhode Island 


2.0 


3.7 


8.3 


Connecticut 


11.4 


14.0 


13.2 


New York 


24.8 


27.9 


28.7 


UNITED STATES 


9.4 


10.4 


11.5 


Percent Not a High School 


Graduate: 






Massachusetts 


21.8% 


24.8% 


25.3% 


Maine 


28.4 


23.2 


19.3 


New Hampshire 


27.2 


19.0 


In.." 


Vermont 


15.6 


16.4 


11.0 


Rhode Island 


35.5 


31.8 


20.4 


Connecticut 


23.0 


21.5 


17.3 


New York 


30.3 


31.2 


28.0 


UNITED STATES 


23.5 


22.3 


21.6 


Note: Where the percentage is negligible, no figure is shown. Table .. eludes 
women with children, but no spouse present, heading families or sub- families. 

Source: U.S. Bureau of the Census, Current Population Survey, March Supple- 
ments, Public Use Tjpes. 
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TkbIe4-9 






Work Participation of Single Mothers 1 




Averages for the years: 


1981-1983 


1983-1985 


1985-1987 


Percent Who Worked During the Yean 






Massachusetts 


64.2% 


67.1% 


63-5% 


Maine 


71.1 


71.9 


74.7 


New Hampshire 


83.7 


81.4 


90.7 


Vermont 


75.4 


68.1 


71.0 


Rhode Island 


54.5 


66.7 


65.0 


Connecticut 


64.0 


68.8 


67.4 


New York 


50.3 


51.9 


54.5 


New Jersey 


58.9 


59.2 


61.6 


Maryland 


71.0 


74.9 


73.9 


California 


65.6 


64.7 


66.2 


UNITED STATES 


65.3 


66.3 


67.6 


Percent Who Worked HA Weeks or More During the Yean 




Massachusetts 


51.8% 


54.1% 


520% 


Maine 


56.3 


53.5 


54.8 


New Hampshire 


72.5 


721 


80.0 


Vermont 


67.5 


55.6 


58.3 


Rhode Island 


42.3 


54.3 


51.4 


Connecticut 


50.9 


57.1 


56.8 


New York 


423 


43.0 


45.1 


New Jersey 


46.4 


46.8 


50.4 


Maryland 


62.0 


64.7 


62.6 


California 


51.4 


52.7 


52.7 


UNITED STATES 


51.4 


52.2 


53.8 


(1) Includes women (no spouse present) heading families or sub-families with own 


children under age 18. 








Source: Current Population Surveys, Public Use T&pcs. 





Work participation of women who head families tends to be lower in 
Massachusetts than in the other New England states or in the U.S. as a 
whole. Thus, in the period 1985-1987, 63.5 percent of single mothers 
worked during the year in Massachusetts, while in the rest of New 
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England this percentage ranged from 65 percent in Rhode Island to 90.7 
percent in New Hampshire (table 4-9). The percentage in Mas- 
sachusetts is about the same as it was in 1981-1983, although it had risen 
in the years 1983-85. 

Because receipt of significant amounts of earnings often results in 
loss of eligibility for welfare, it is expected that states in which work 
participation is lower will be states in which welfare receipt is higher. 
As shown in table 4-10, single mothers are more likely to receive public 
assistance in Massachusetts than they are nationwide or in the other 



Table 4-10 

Percentage of Female-Headed Families Receiving 
Public Assistance During the Year 



Averages for the years: 


1981-1983 


1983-1985 


1985-1987 


Massachusetts 


40.1% 


34.1% 


41.6% 


Maine 


315 


41.1 


43.4 


New Hampshire 


21.8 


18.8 


8.6 


Vermont 


34.5 


411 


36.5 


Rhode Island 


40.8 


41.0 


37.3 


Connecticut 


36.0 


30.6 


34.5 


New York 


43.3 


45.1 


416 


New Jersey 


38.6 


40.7 


37.9 


Maryland 


214 


211 


27.8 


California 


36.3 


32.9 


33.2 


UNITED STATES 


33.5 


32.8 


32.6 



Note; Includes women (no spouse present) heading families or sub-families with 
own children under age 18. 

Source: Current Population Survey, Public Use Tbpes. 



The rise in work participation and the sharp decline in welfare participation in 
New Hampshire is hard to explain. It is possible that welfare recipients from 
New Hampshire simply moved across the border to collect the more generous 
Massachusetts benefits. However, the data to verify such a pattern are not 
available. 
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New England states (except for Maine). During the years 1985-87, 41.6 
percent of these women received public assistance in Massachusetts, 
compared to 32.6 percent nationwide, 34.5 percent in Connecticut or 
the dramatically lower 8.6 percent in New Hampshire. Massachusetts 
is only slightly below New York, which historically has had a high welfare 
dependency rate. In chapter 5 we analyze the differences between 
Massachusetts and other states to determine the extent to which they 
can be attributed to differences in the characteristics of single mothers 
such as race, Hispanic origin, schooling, marital status, or number of 
children. 

Characteristics of Welfare Recipients 

Single mothers who receive welfare are likely to differ from those 
who are not on welfare. Here we use information on the characteristics 
of women on the welfare caseload reported by the states to the federal 
government. Tables 4-11 through 4-13 show the composition of women 
on AFDC in fiscal years 1983 and 1987 for Massachusetts and other 
states. 

Although white non-Hispanic women still make up the majority of 
the AFDC caseload in Massachusetts, their representation on the 
caseload is smaller than it is among all single mothers in the population. 
In fiscal year 1987, 21 percent of AFDC parents were Hispanic — up 
from 15 percent in 1983. Among the New Fngland slates only Connec- 
ticut had a higher percentage Hispanic (3.16 percent). Black women 
were 17 percent of the Massachusetts caseload in 1987, again less than 
in Connecticut (35 percent) and well below the national average (40.6 
percent). 

The age distribution of mothers on welfare does not differ very much 
between Massachusetts and most other states. The proportion on 
welfare who are age forty and older declined a little between 1983 and 
1987 in Massachusetts, while the proportion age 19 to 21 increased. 
Women on welfare arc less likely in 1987 than they were in 1983 to have 
only school age children (youngest child 6+, in table 4-11) and more 
likely to have a child age three to five. This may reflect the increased 
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lfable4-ll 






"i 


Demographic Characteristics of AFDC Families (percentage distribution') 




Fiscal Year 1983 


Fiscal Year 1987 


Race and Hispanic 


Origin of Natural/ 










Adoptive Parent 


White 






Whiff* 


Dluvit 




Massachusetts 


66.7 


1 < 5J 


ISO 


sa d 


17 7 


Tfl ft 


Connecticut 


40.3 


1*5 Is 
3Z.O 


26.4 




1S 7 


1? 6 

,3Z-*0 


Rhode Island 


74.1 






66 t 


17 S 


1 1 7 

A J.Z 


Vermont 


98.6 




0.5 


98.7 


0.9 


0 3 


New Hampshire 


98.7 


U.3 


0 1 


06 1 


7 0 


1 4 


Nev/ York 


24.5 


1Q ft 


IS 7 


7'\ 7 

Z I . i 


1Q 1 




UNITED STATES 


41.8 




120 


196 


406 


1S 8 


Age of Adult Female 












Recipients 


19-21 




404- vrs 






wt yrs. 


Massachusetts 


12.1 




16.6 


14 0 


72 1 


11 7 


Connecticut 


14.9 


fkQ Q 


15 2 


12.6 


71 1 
/jo 


14 0 


Rhode Island 


12.5 


71 1 


14.2 


10.7 


73.9 


IS 1 


Vermont 


15.5 


70 7 


14.4 


14.0 


73.8 


12,2 


New Hampshire 


13.8 


"JA 1 

/4.Z 


12.0 


11.8 


82,1 


6 7 


New Yott 


9.9 


69.7 


20 1 


ft 7 

o.Z 


71 7 


^n I 
zu J 


UNITED STATES 


14.0 


70.7 


15.3 


12.2 


74.0 


13.7 


Age of Youngest Child in 












Assistance Unit 


0-2 


3-5 


6+ yrs. 


0-2 


3-5 


6+ yrs. 


Massachusetts 


36.3 


22.2 


41.4 


36.1 


27.5 


36.4 


Connecticut 


37.0 


15.8 


37.1 


39.8 


23.2 


37.0 


Rhode Island 


40.2 


20.7 


39.1 


37.6 


23.5 


38.9 


Vermont 


33.2 


22.6 


44.2 


35.9 


24.0 


40.1 


New Hampshire 


35.3 


23.3 


41.3 


40.3 


28.3 


31.3 


New York 


35.5 


22.9 


41.5 


35.8 


23.3 


41.8 


UNITED STATES 


38.6 


22.1 


39.3 


38.6 


23.5 


40.0 


(1) The distributions shown in each category reflect the allocation on a proportion. 


al basis of a small percentage of families for whom the particular characteristic was 


unknown. 














(2) Distribution docs not add to 100 percent because it excludes other, largely 


Asian, races. 














Source: U.S. Department of I lealth and Human Services, Characteristics and 


Vinancial Circumstances of AFIX* Recipients, 1983 and 1987 editions. 
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Table 4-12 

AFDC Families by Reason for Deprivation of Youngest Child 
(percentage distribution) 1 

Parent Absent 

Parent Parent Divorced/Leg. Not Legally Never 





Incapacitated Unemp. 


deparaiea 


separated 


Married 


P2«ixi! War 1 Oft 1 












iviassacn u se i is 










4U.O 


ixjnijCviHJUi 


1 4 




1*7 * 


1 < o 


cn /< 
jVA 




8.6 


4.2 


Zf.j 


16.4 


43.0 


Vermont 


8.6 


10.9 


314 


12.0 


31.2 


New Hampshire 


5.9 


0.0 


35.7 


21.8 


33.4 


New York 


2.9 


7.8 


10.5 


17.4 


51.7 


UNITED STATES 


2.9 


7.8 


17.4 


17.4 


50.6 


Fiscal Year 1987 












Massachusetts 


3.6 


3.0 


15.9 


18.8 


54.6 


Connecticut 


1.2 


1.3 


11.8 


17.7 


64.7 


Rhode Island 


3.9 


0.4 


24.5 


18.2 ( 


49.8 


Vermont 


6.5 


7.8 


24.5 


16.0 


42.4 


New Hampshire 


5.2 


0.0 


24.9 


18.2 


47.3 


New York 


3.3 


3.9 


9.4 


22.8 


57.4 


UNirED STATES 


3.3 


6.3 


15.4 


16.5 


53.3 



(1) Distribution does not sum to 100 percent because it excludes deceased parents 
and other reasons for deprivation. Deceased parents generally account for less 
than 2 percent of the caseload. 

Source: U.S. Department of Health and Human Services, Characteristics and 
Financial Circumstances of AFDC Recipients, 1983 and 1987 editions. 



provision of child care vouchers under EX which could have drawn 
women with preschool children (but not infants) into the welfare pro- 
gram. There was an even larger decline in women with school age 
children in New Hampshire. In New Hampshire, however, the total 
caseload declined by 39 percent between 1983 and 1987, suggesting that 
the corresponding increase in the percentage of women v/ith children 
in both the 0-2 and 3-5 age groups was not the result of mothers of young 
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children coming into the program, but of mothers of school age children 
leaving the program (table 4-14). In Massachusetts the caseload 
declined only slightly during the period (by 3.2 percent). The changing 
proportions suggest that AFDC exits of mothers of older children were 
to some extent matched by the entry of mothers of preschool age 
children. 

Consistent with the general rise in out-of-wedlock childbearing, wel- 
fare mothers in most states are more likely than before to be unwed 
mothers. As shown ia table 4-12, the increase is particularly striking in 



Tfcble4-13 



Work-Related Characteristics of Female Adult Recipients of AFDC 







Fiscil Year 1983 


Fiscal Year 1987 


Percent Employed: 


Total 


1 Full-time 


Part-time 


Total Full-time 


Part-time 


Massachusetts 


9.8 


1.8 


8.0 


8.4 2.1 


5.3 


Connecticut 


5.3 


1.5 


3.8 


6.7 Z2 


4.5 


Rhode Island 


4.9 


1.0 


3.9 


8.3 2.8 


5.5 


Vermont 


15.8 


6.7 


9.1 


11.3 3.9 


7.4 


New Hampshire 


9.3 


2.5 


6.8 


9.5 4.0 


5.5 


New York 


4.7 


1.7 


3.0 


4.0 2.5 


1.5 


UNITED STATES 


53 


1.4 


3.9 


5.8 1.9 


3.9 






Fiscal Year 1983 


Fiscal Year 1987 


Work Program Status: 


Registered 


Exempt 


Registered 


Exempt 


Massachusetts 




28.9 


71.1 


47.2 


52.7 


Connecticut 




32.4 


67.6 


36.9 


63.0 


Rhode Island 




31.3 


68.7 


36.7 


63.3 


Vermont 




24.1 


75.9 


43.5 


56.5 


New Hampshire 




23.7 


76.3 


26.3 


73.6 


New York 




29.7 


70.2 


30.4 


69.4 


UNITED STATES 




31.8 


68.2 


41.0 


59.0 



(1) Total includes a small percentage of self-employed and other categories of 
employment not designated as full- or part-time. 

(2) Percentage distribution may not sum to 100 percent due to rounding. 

Source: U.S. Department of Health and I luman Services, Characteristics and 
Financial Circumstances of AFDC Recipients, 1983 and 1987 editions. 
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Massachusetts where in 1983, 41 percent of AFDC cases were headed 
by a never-married woman, while in 1987 the proportion was 55 percent. 
Massachusetts is now slightly above the national average (53 percent). 
Within New England the percentage of unwed mothers on the caseload 
is highest in Connecticut (65 percent). 

As a result of the OBRA legislation, AFDC recipients who work are 
likely to become ineligible for welfare more quickly as their earnings 
increase. The proportion of AFDC mothers who work, which was not 
high even before OBRA (about 15 percent nationwide), is now exceed- 
ingly low — 5.8 percent nationwide (table 4-13). A larger proportion 
of AFDC mothers seem to work in the New E ?land states, including 
Massachusetts where the rate was 8.4 percent in 1987. 

No doubt reflecting the impact of the ET program, a much larger 
proportion of AFDC mothers in Massachusetts were registered for a 
work program in 1987 than in 1983, 47 percent compared to 29 percent 
(table 4-13). Massachusetts also has a larger proportion registered than 
other New England states or the national average. The proportion who 
actually participate in a work program, however, may be significantly 
lower than the proportion registered. (See page 34 for estimates of the 
proportion of registrants who participate in ET.) 

Changes in the AFDC-Basic caseload are shown in table 4-14 for 
Massachusetts and other states over the period 1978-1988. The Mas- 
sachusetts caseload declined dramatically over the period 1978-1983 (by 
25.3 percent). Generally speaking, however, welfare caseloads declined 
more in the Northeast than in the rest of the country. 

Welfare Duration 

Another issue of concern about welfare participation is the length of 
time that recipients remain dependent on government aid. Several 
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Table 4-14 

Af DC-Basic Caseload in Massachusetts, Other Selected States and the US. 



Fiscal Years: 


1978 


1980 


1982 


1983 


1984 


1985 


1986 


1987 


1988 


78-83 


83-88 


AFDC-Basic Caseload 




















Percentage 


(in thousands): 




















Change: 


Massachusetts 


118.3 


119.5 


100.2 


88.4 


85.2 


84.6 


85.8 


86.4 


85.6 


-25.3 


-3.2 


Maine 


20.1 


21.4 


17.6 


17.0 


17.9 


19.0 


18.8 


18.1 


17.1 


-15.4 


0.6 


New Hampshire 


7.7 


8.1 


7.3 


7.0 


6.1 


5.4 


5.0 


4.3 


43 


-9.1 


-38.6 


Vermont 


6.0 


7.1 


6.9 


6.5 


7.2 


7.1 


7.0 


7.0 


6.7 


8.3 


3.1 


Rhode Island 


17.0 


17.8 


16.9 


15.4 


15.4 


15.6 


15.9 


15.6 


15.0 


-9.4 


-2.6 


Connecticut 


44.0 


47.2 


42.9 


42.3 


412 


40.7 


39.5 


38.0 


37.0 


-3.9 


-12.5 


New York 


364.4 


353.2 


340.3 


343.5 


353.1 


356.9 


353.3 


344.4 


331.8 


-5.7 


-3.4 


New Jersey- 


138.7 


143.1 


130.2 


126.1 


123.2 


119.8 


117.3 


112.6 


104.9 


-9.1 


-16.8 


Maryland 


70.9 


75.9 


69.5 


68.6 


69.0 


70.7 


68.3 


65.4 


62.6 


-3.2 


-8.7 


California 


441.4 


434.0 


437.2 


454.2 


465.3 


474.6 


490.0 


510.6 


516.2 


2.9 


13.6 


UNITED STATES 


3,405.9 


3,501.8 


3,337.1 


3^78.4 


3,437.6 


3,430.3 


3,494.0 


3,547.8 


3,538.1 


-0.8 


4.7 



Source: U.S. Department of Health and Human Services, Family Support Administration. 
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studies have found that the welfare population exhibits a high degree 
of turnover, as a majority ot* people (50 to 60 percent) who go on welfare 
leave by the end of the second year (Ellwood 1986; O'Neill et al. 1984). 7 
There are no data readily available for Massachusetts on the length 
of time spent on welfare by recipients measured from the start of their 







Table 4-15 










Percentage Distribution of AFDC Families by Number of Months Since Last 


Opening of Case, Massachusetts and Other States, FY83 and FY87 


Total Number 




Number of Months 






of F&milies 


1-12 


13-24 


25-48 


49-60 


60+ Unknown 


Oct 1982 to Sept 1983 














Massachusetts 


91,483 


30.3% 


16.7% 


19.2% 


6.5% 


27.4% 


0.0% 


New Hampshire 


7,024 


38.0 


16.7 


22.3 


5.6 


17.3 


0.0 


Vermont 


7,280 


36.4 


16.9 


21.6 


6.9 


18.1 


0.0 


Connecticut 


44,881 


24.0 


15.5 


21.8 


7.4 


31.0 


0.4 


Rhode Island 


15,938 


22.7 


17.7 


22.7 


6.8 


29.6 


0.5 


New York 


360,372 


20.9 


14.2 


24.0 


9.2 


30.5 


1.2 


UNITED STATES 


3,571,937 


32.0 


16.6 


21.0 


6.4 


23.7 


0.3 


Oct 1986 to Sept 1987 














Massachusetts 


87,716 


29.1% 


19.3% 


21.0% 


6.4% 


24.2% 


0.0% 


New Hampshire 


4,329 


40.7 


210 


17.7 


6.1 


18.5 


8.1 


Vermont 


7,528 


36.5 


20.1 


21.4 


8.7 


13.3 


0.0 


Connecticut 


38,661 


233 


16.5 


20.6 


7.8 


31.7 


0.0 


Rhode Island 


15,751 


26.3 


13.6 


22.0 


7.4 


30.4 


0.4 


New York 


356,278 


22.9 


11.8 


19.8 


7.6 


37.6 


0.2 


UNITED STATES 


3,776,072 


30.1 


17.0 


20.5 


6.4 


25.8 


0.3 


Source: U.S. Department of Health and Human Services, Characteristics and 


Financial Circumstances of AFDC Recipients, 1983 and 1987 editions. 





Because of recidivism, however, the percentage who become long-term 
recipients, counting multiple spells on welfare, is likely to be higher than these 
figures suggest (Ellwood 1986). 
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welfare spells up to the point at which they leave welfare. The data 
published for Massachusetts and other states instead show how long 
current AFDC recipients have been on the program. Such data are 
given in table 4-15 for the years 1983 and 1987. These data are snap- 
shots at a moment in time of a group of recipients who have started 
welfare at different points in the past and who will remain on the 
program for an unknown number of additional months in the future. 
Changes in the flow of persons on welfare in past years and the past 
dynamics of caseload turnover have an impact on the snapshot and make 
interpretation difficult. 

The distribution of AFDC families by welfare duration as shown in 
table 4-15 changed somewhat between 1983 and 1987 in Massachusetts. 
The percentage of the caseload that had been on for ^ve years or more 
declined from 27.4 percent to 24.2 percent. (In terms of numbers of 
families the decline was 15 percent.) The group on welfare five years 
or more would have gone on AFDC around 1980-1982. According to 
the Massachusetts DPW, as a result of the OBRA legislation, the 
number going on the program was reduced during the 1980-82 period. 8 
If ^e probability of staying on AFDC from year to year had remained 
the same, the number of families remaining to the fifth year of welfare 
in 1987 would be lower than in 1983, when the share of the AFDC 
caseload with long duration would have reflected the larger AFDC 
cohorts entering in the late 1970s. The Dukakis administration has 
claimed that the decline in long term duration is a result of ET 9 
However, no evidence has been provided linking ET to changes in the 
propensity to remain on welfare from one year to the next. And there 
are clearly alternative explanations. 



Monthly applications to ATOC dropped from 4,741 in FY81 to 4,305 in 1-"Y83 
(Massachusetts DPW, FY85 Budget Request). 

The Massachusetts DPW Budget Narratives for FY88 and KY89 made this 
claim as did the Governor in numerous speeches. (See, for example, the article 
in the Union Leader, October 1 1, 1989). 
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Population growth, economic factors, changes in the characteristics 
of the population and AFDC program changes are all likely to influence 
changes in the caseload. The next chapter incorporates these factors 
into a statistical analysis of the Massachusetts caseload and the par- 
ticipation of single mothers in AFDC. 
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The Effect of ET on the AFDC Caseload in 
Massachusetts 

In its budget submission for fiscal year 1989, the Massachusetts 
Department of Public Welfare (DPW) claimed that the ET program 
had placed 41,000 AFDC recipients into jobs over a four-year period 
and that these placements "resulted in savings of $132 million in calen- 
dar year 1987 alone" (Massachusetts DPW 1989, p. 41). If this estimate 
is correct, it would be a sizable reduction indeed, since total expendi- 
tures on AFDC in 1987 were about $500 million. 

However, the estimate is likely to overstate the success of ET since 
it is based on the questionable assumption that none of the ET par- 
ticipants placed in jou would have found jobs on their own. As several 
studies have shown, the welfare caseload is highly dynamic. Nationwide, 
the majority of persons going on welfare have short-term spells lasting 
two years or less, while fewer than 20 percent remain on welfare 
continuously for five or more years (Bane and Ell wood 1983; O'Neill et 
al. 1984, 1987). Because the flow of recipients off welfare each month 
is likely to be substantial regardless of the presence of a work program, 
it is crucial that any evaluation of a programmatic intervention, such as 
ET, provide for a control group or other mechanism to isolate true 
program effects. 

This study utilizes two different methodologies. In the first approach, 
the AFDC caseload in Massachusetts is examined over a period of time 
both before and after the introduction of ET The effect of ET on the 
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caseload is estimated, controlling for other factors that might have 
affected the caseload. In the second approach, a large national sample 
of single mothers is utilized to estimate the extent to which the prob- 
ability of collecting welfare in Massachusetts is higher or lower than in 
other states. The change in this probability is compared in years before 
and after ET began. The results of each analysis are discussed in turn. 

Time Series Analysis 

This analysis addresses the question: other things the same, how did 
ET affect the growth of the AFDC caseload over time? "Other things" 
are the state of the economy, demographic factors, and important 
programmatic and policy considerations that would be expected tc 
influence welfare participation. The AFDOBasic caseload (essential- 
ly female-headed families with children) and the unemployed parent 
(UP) caseload were examined separately, because of likely differences 
in the response of single mothers and unemployed fathers to external 
events and to ET The Basic caseload has typically accounted for 95 
percent or more of the total caseload. 

An initial insight into the question posed can be gained by inspecting 
figures 5-1 and 5-2 which trace the Basic and UP caseloads, respectively, 
from the first quarter of 1970 to the second quarter of 1988. Although 
both the Basic and UP programs did decline during the 1 980s, the timing 
and pattern of the decline do not suggest that ET played a major role. 
The number of Basic cases dropped precipitously when the provisions 
of the Omnibus Budget Reconciliation Act of 1981 (OBRA) were 
implemented starting in the last quarter of 198L ET was introduced in 
the last quarter of 1983 and during its first year the AFDC-Basic 
caseload continued to decline, which could have been due to the lagged 
effects of OBRA rather than to ET Then the caseload rose again and 
fluctuated up and down around the new, slightly higher level. 

ET coulu only have exerted a major downward pull on the AFDC 
caseload during this period if other factors exerted such a dramatic 
upward push on the caseload that the effect of ET was obscured. 
During this period, AFDC benefits were increased and some more 
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Figure 5-1 

Average Quarterly AFDC-Basic Caseload in Massachusetts 

1970-1988 




liberal program features eliminated by OBRA were restored. However, 
the economy of Massachusetts was booming, which should have further 
reduced the caseload. The relative importance of the program changes 
and the economic boom is addressed in our multivariate analysis. 

As shown in figure 5-2, the AFDC-UP caseload declined dramatically 
from the peak reached in the 1977-78 period. However, the major 
portion of the decline occurred before ET was implemented- The 
continuing decline after the start of ET may simply have reflected the 
falling unemployment and rising income levels in Massachusetts. The 
UP program nationwide is known to be particularly sensitive to 
economic fluctuations. In the following analysis we attempt to separate 
the effect of economic factors from ETs influence on the change in the 
UP caseload. 

We have used standard multivariate regression analysis to investigate 
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Figure 5-2 

Average Quarterly AFDC-UP Caseload in Massachusetts 

1970-1988 



Thousands 




the detei*ninanf> change in the Massachusetts caseload over time. 
The model and basic framework have been used in other studies of the 
AFDC program (Barnow 1988; Plotnick and Lidman 1987; Mathe- 
matica Policy Research 1985). We are aware of two other time series 
analyses of the Massachusetts caseload. One by Garasky (1989) is 
generally similar in approach to the others cited and to this study. 



1 Regression analysis is a technique that enables the researcher to examine the 
effect of a change in an explanatory factor (such as ET) on an outcome variable 
(in this case the AFDC caseload) holding constant other factors that may affect 
changes in the caseload, such as the benefit level or '.he unemployment rate. 
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Another, conducted by the Massachusetts Taxpayers Foundation 
(1987), was seriously flawed 

We have analyzed quarterly data on the AFDC-Basic and UP 
caseloads over the period 1970-1 to 1987-IY We chose a longer period 
of analysis than some other studies because we felt it was necessary to 
incorporate the pattern of response to prior fluctuations in economic 
activity. The explanatory variables used in the analysis are listed in table 
5-1. 

The explanatory variables selected are intended to reflect the impor- 
tant demographic, economic, and policy factors that would be expected 
to have an impact on the caseload. The rationale for the choice of 
variables is as follows. 

Changes in the caseload are likely to be linked to changes in the state's 
population. We used the civilian non-institutional population in Mas- 
sachusetts, age 16 and older (in logs). Additional demographic variables 
considered were the number of births out-of-wedlock in the state and 
the illegitimacy ratio (the ratio of out-of-wedlock births to total births). 



The MTF study set out to examine the effect of ET on the AFDC caseload in 
Massachusetts. However, the period of analysis began with October, 1983, the 
month in which ET was started, thereby allowing no basis of comparison with 
a period prior to ET. Less than three years of data were included, which is too 
short a period of observation on which to base any conclusions. Moreover, the 
analytical model was poorly specified, utilizing several explanatory variables 
that made little economic sense. The authors admit to having rejected all 
models that failed to find a significant and negative effect of ET on the AFDC 
caseload (p, 15 of the Appendix). This may explain the peculiarities of their 
model specification. 

The caseload is caressed in logarithms, rather than in absolute numbers, 
logarithms approximate percentage changes, which we felt to be more 
meaningful than increases in numbers of cases. The caseload data used in our 
analysis was kindly provided by Emmett Dye in the U.S. Department of Health 
and Human Services, Family Support Administration, Office of Family 
Assistance. 
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It is expected that welfare participation will rise when the income 
provided by AFDC benefits increases relative to the income that could 
be obtained off welfare (from work or marriage). The potential income 
from welfare is measured by the maximum real AFDC payment in 
Massachusetts (including the rent supplement) for a family of four with 
no other income. Potential income from non-welfare sources is ex- 
pected to be influenced by changes in the Massachusetts economy. We 
measure these changes with two variables. One is the unemployment 
rate for the civilian labor force in Massachusetts. The other is annual 
per capita income in Massachusetts adjusted for inflation. 

The federal Omnibus Budget Reconciliation Act of 1981 (OBRA) 
made major changes in the AFDC program affecti*^ the terms of 
eligibility and the attractiveness of the program. H ;^>.cts were 
particularly dramatic in Massachusetts because a large t < ntage of 
the state's caseload were working and earning substantial amounts 
before OBRA significantly reduced the amount of outside income that 
welfare recipients could have and still remain on AFDC. 5 An ad- 
ministrative review of case closings conducted by the Massachusetts 
Department of Public Welfare (DPW) found that before OBRA, 20 
percent of the caseload had earnings, but six months later, only 10 
percent did (Massachusetts DPW, FY 84 Budget Request). Also, the 
DPW found that the state's caseload declined by 21 percent as a direct 



As noted in chapter 4, the basic AFDC benefit is supplemented with various 
other benefits such as federally funded food stamps and state provided benefits 
including a winter clothing allowance and a crib and layette allowance. It was 
not feasible to obtain detailed information on the amount of these other 
benefits for each year. 

The provisions affecting earners included a gross income ceiling of 150 percent 
of the AFDC need standard, changes in the treatment of work expenses, and 
the elimination of the earnings disregard after four months (the $30 and 1/3 
provision). Among other significant provisions contributing directly to case 
closings were the inclusion of stepparent income in calculating the family's 
income and 'he elimination of aid to dependents between ages 18 and 2 1 , which 
DPW estimated resulted in 800 closings (and 2,400 grant reductions). 
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result of implementing the ORRA provisions, making Massachusetts 
one of only three states experiencing a decline of more than 20 percent. 
Indirectly, OBRA may have further reduced the caseload since the 
difficulty of supplementing benefits with outside income may have made 
the AFDC program less attractive. These behavioral effects may have 
occurred gradually over the succeeding months. 

The effect of OBRA is captured in our model by a "dummy variable" 
which takes a value of 1 starting in the last quarter of 1981 and a value 
of 0 in all prior periods. However, some of the provisions of OBRA 
were implemented later than others and working individuals had four 
months after OBRA during which time the $30 and one-third disregard 
provision applied. Moreover, as noted, behavioral responses to the 
OBRA changes are likely to occur with a lag. Tb capture the time 
pattern of the OBRA effect we added individual dummy variables for 
the first three quarters of OBRA: OBRA I, OBRA II ar.d OBRA III. 
Each takes a value of 1 during the quarter indicated, and 0 in all other 
quarters. 

The Deficit Reduction Act (DEFRA) of 1984 also modified the 
AFDC program but not nearly as radically as OBRA. Some of the 
DEFRA provisions softened certain OPRA changes. (For example, the 
gross income test was raised from 150 percent to 185 percent of the need 
standard.) Other provisions, such as standardizing the composition of 
the filing unit, tightened eligibility for AFDC. We included a dummy 
variable for DEFRA which takes a value of 1 starting from the fourth 
quarter of 1984. 

Finally, ET is represented by a dummy variable which takes a value 
of 1 in all periods from the last quarter of 1983 on (and 0 prior to that). 
Since ET was growing in size and expense over the period, we would 



Wc did not include a variable for the WIT program of the King administration, 
which was in operation during the period April 1982 through September 1983. 
Because it overlaps with OBRA it would be difficult to determine its separate 
effect. However, some effects attributed to OBRA could be due to the lagged 
effects of the WIT program. 
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expect the effect of ET on the caseload to increase with time. Tb reflect 
this trend we added a variable which measures the number of quarters 
ET has been in operation (ET - Ttend). 

Ikble 5-1 provides definitions and the mean values of the variables 
used in the analysis; tables 5-2 and 5-3 summarize the regression results 
for the Basic and UP caseloads respectively. 

Analysis of time series data is often complicated by the fact that many 
variables tend to change over time in similar ways. For this reason, it 
may be difficult to separate out accurately the impact of the different 
factors. Thus the estimated effects of the explanatory variables may be 
unstable, changing from one specification of the model to others. 
Despite these drawbacks, however, if caution is used in interpreting the 
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Variables Used in Time Series Analysis 



Variable Name 



Definition 



Ln Pop 
Un Rate 
Income 



Log of the Mass. population, age 16 or older 

Unemployment rate of the Mass. labor force 

Per capita personal income in Mass. 

(in thousands, 1988 dollars) 

Annual AFDC maximum benefit for a 

family of 4 (in thousands, 1988 dollars) 

Dummy variable equal to 1 in 1981: IV and 

ail subsequent quarters 

Dummy variable equal to 1 only in 1981 :IV 

Dummy variable equal to 2 only in 1982:1 

Dummy variable equal to 3 only in 1982:11 

Dummy variable equal to 1 in 1983:IVand 

all subsequent quarters 

Continuous variable with a value of 0 prior to 

1983:IV, 1 in 198?:IV and increasing by 1 in each 

subsequent quarter 

Dummy variable equal to 1 in 1984:IV and 
all subsequent quarters 



Max Benefit 



OBRA 



OBRAI 
OBRA II 
OBRA III 
ET 



ET-Ttcnd 



DEFRA 
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results, useful insights can be gained from the analysis of time series 
data. 

The AFDC-Basic Caseload 

The results of our analysis of the AFDC-Basic caseload are in some 
respects sensitive to the specific formulation of the model and in other 
respects are quite stable. The five equations shown in table 5-2 all 
contain the following basic variables: population, the unemployment 
rate, per capita income, the maximum AFDC benefit, and the two policy 
variables OBRA and ET The equations vary in the way OBRA and ET 
are modelled and in the inclusion of the dummy variable for DEFRA. 

In all models, population^growth has the expected substantial effect 
of increasing the caseload. Changes in the Massachusetts economy 
also have the expected effects on the caseload, although the precise 
relation varies with the particular model specification used. Thus, 
increases in the unemployment rate are associated with increases in the 
caseload. In models 1 through 3, a one percentage point rise in the 
Massachusetts unemployment rate is associated with an increase of 
about two percent in the Basic caseload. (El -Trend is evidently co-linear 
with the unemployment rate, as the effect of unemployment on the 
caseload is smaller when ET-Ttend is included.) Also, per capita income 
has a negative and significant effect on the caseload — a $1,000 rise in 
per capita income decreases the caseload by around 6 percent. (When 
ET-Ttend is included, as in models 4 and 5, the effect is even stronger.) 
The AFDC benefit has a modest impact on the caseload — an increase 
of $1,000 annually increases the caseload by less than two percent when 
ET-TVend is omitted, (The effect is eliminated, however, when ET- 
Ttend is included.) 



Alternate population measures such as the number of births or the number of 
births out-of-wedlock did not perform well, whether used alone or together 
with the broader population measure that we use. 

The effect might well have been stronger had we been able to use a measure 
of the AFDC benefit combined with food stamps. 
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Table 5-2 

Results of AFDC-Basic Regressions, 1970:1- 1987:1V 1 



Model: 


(1) 


(2) 


(3) 


(4) 


(5) 


Independent 


Coefficient 


Coefficient 


Coefficient 


Coefficient 


Coefficient 


Variables 


(T-Stat) 3 


(T-Stat) 


(T-Stat) 


(T-Stat) 


(T-Stat) 


LnPop 


8.170 


7.708 


8.123 


8.902 


8.901 




(1 1.399) 


(15.174) 


(15.730) 


(19.841) 


(19.642) 


Un Rate 


0.019 


C.020 


0.019 


0.009 


0.009 




(4.662) 


(6.787) 


(6.388) 


(2.831) 


(2.733) 


Income 


-0.063 


-0.052 


-0.068 


-0.121 


-0.122 




(-4.616) 




(-5.997) 


(-8.359) 


(-8.243) 


Max Benefit 


0.018 


0.013 


0.014 


0.000 


0.000 




(1.702) 


(1.790) 


(1.918) 


(0.067) 


(0.059) 


OBRA 


-0.372 


-0.441 


-0.429 


-0.388 


-0.387 




(-18.271) 


(-26.383) 


(-25.468) 


(-23.796) 


(-23.517) 


O WI 




0.290 


0.284 


0.261 


0.261 






(8.389) 


(8.S28) 


(9.812) 


(9.729) 


OBRA II 




0.156 


0.152 


0.144 


0.144 






(4.939) 


(4.983) 


(5 777) 


(5.730) 


OBRA III 




0.079 


0.077 


0.076 


0.076 






(2.494) 


(2.513) 


(3.046) 


(3.021) 


ET 


-0.046 


0.001 


-0.014 


-0.038 


-0.037 




(-1.757) 


(0 062^ 


(-0.722) 


(-2.267) 


(-2.228) 


ET- Trend 








0.015 
(5.647) 


0.015 
(4.762) 


DEFRA 






0.050 
(2.418) 




-0.001 
(-0.0;.5) 


Constant 


-112.541 


-105.621 


-111.725 


-122.682 


-122.071 




(-10.356) 


(-13.711) 


(-14.312) 


(-18.265) 


(-18.074) 


Auto correlation 0.383 


0.459 


0.494 


0.701 


0.701 


correction 


(2.900) 


(3.050) 


(3.290) 


(4.830) 


(4.788) 


ADJ R-SQ 


0.952 


0.976 


0.978 


0.986 


0.985 



(1) 1 Tiere are 72 observations in each regression. 

(2) The coefficients indicate by how much the caseload increases when the par- 
ticular variable increases by a unit, holding all of the other variables constant. 

(3) A ^Statistic of more than 1.6 indicates that the measured effect is statistically 
significant, at the 10 percent level or lower. 
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Notably, the dominant variable in all of the models is OBRA, which 
has a huge net effect on the caseload, reducing it by 37 percent or more, 
depending on the exact specification of the equation. This estimated 
net effect is larger than the caseload reduction actually observed after 
OBRA was introduced. Since the economy was falling into a recession 
when OBRA was implemented, the full OBRA effect would have been 
blunted by the worsening economic conditions. Thus the estimated net 
effect of OBRA, holding economic factors constant, is larger than the 
effect observed in figure 5-1. 

As the set of OBRA quarterly dummies indicates, the full effect of 
OBRA was not felt at once, but occurred gradually over several 
quarters. For example, in model (4) it is estimated that OBRA reduced 
the caseload overall by close to 40 percent. In the first quarter the 
reduction was about 13 percent (-.388 + .261), by the end of the second 
quarter the reduction was 24 percent (-.388 + .144), and by the end of 
the third quarter the decline was about 31 percent (^.388 + .076), 
leaving the full effect to occur in subsequent quarters. It is possible 
that the sanctions imposed by the King administration under the WTP 
program, contributed to the decline during this period. 

The estimated net effect of ET is much less stable than the other 
variables and is, therefore, subject to interpretation. The largest effect 
of ETis found in model (1), whichdoes not include the OBRA quarterly 
dummies, ET - Trend, or DEFRA The estimated effect of ET in this 
model is a 5 percent reduction in the caseload over the entire ET period. 
The estimate is of borderline statistical signifu ance, however. (It is not 
significant at the 5 percent level.) The effect of ET falls to zero in 
models (2) and (3), which include the OBRA quarterly dummies. When 
ET - Trend is added, the ET dummy becomes negative and statistically 



The quarterly dummies hav>. positive signs reflecting the extent to which the 
caseload, in the specified quarter, was above the eventual level reached under 
OBRA. To obtain the reduction in the caseload reached at the end of a 
particular quarter, we sum the OBRA and the quarterly dummies as shown in 
the text. 
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significant, but ET - Ttend has a significant and positive effect on the 
caseload. In his analysis of the Massachusetts caseload, Garasky (1989), 
using a somewhat different specification, finds a similar pattern for the 
effect of ET on the caseload — that is, an initial downward effect of ET 
followed by an upward effect. 

We interpret this set of results as showing that initially ET may have 
contributed to a small reduction in the caseload However, it is am- 
biguous whether this effect is really due to ETor whether it is simply a 
lagged effect of the OBRA changes or of the more punitive measures 
taken by the King administration. As time went on, ET was associated 
with a small increase in the caseload. Again, however, it is ambiguous 
whether this increase is due to ET or to other factors such as the effects 
of DEFRA (although the DEFRA coefficient falls to zero when ET- 
Ttend is included). 

Why would ET lead to an increase in the caseload? Jt could increase 
the caseload if the services provided by ET — such as the provision of 
child care — were regarded as an attractive new element of the welfare 
package. Another possible explanation is that changes were occurring 
in Massachusetts, either in the welfare program or in the characteristics 
of the population that caused increases in the caseload but were un- 
measured in our model. 

The Unemployed-Parent Model 

As expected, the UP caseload does not respond to changes in the 
explanatory variables in exactly the same way as the Basic caseload. The 
UP regression results, summarized in table 5-3, show that economic 
changes, as measured by per capita income, have a very large and 
statistically significant effect on the UP caseload. A $1,000 increase in 
per capita income is associated with approximately a 50 percent decline 
in the UP caseload. An increase of $1,000 in the annual AFDC benefit 
is associated with approximately a 10 percent rise in the UP caseload 
and the effect is statistically significant. OBRA is again associated with 
a large reduction in the UP caseload. When the quarterly OBRA 
dummies are added to the UP regressions (models 3 and 4), there is an 
indication of a phasing-in effect in the first two quarters. (The third 
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Table 5-3 







ur Regressions, 


707/1./ 7MF7. 


IV 


Model: 


(i) 


(2) 


(3) 


(4) 


Independent 


Coefficient 


Coefficient 


Coefficient 


Coefficient 


Variables 


(T-Stat) 


(T-Stat) 


(T-Stat) 


(T-Stat) 


La Pop 


28.751 


28.292 


27.729 


27.910 




(14.492) 


(13.382) 


(12.767) 


(11.900) 


Un Rate 


0.011 


0.013 


0.014 


0.013 




(1.021) 


(1.144) 


(1.150) 


(0.818) 


Income 


-0.516 


-0.499 


-0.486 


-0.497 




(-13.752) 


(-10.895) 


(-10.304) 


(-6.692) 


Max Benefit 


0.096 


0.096 


0.090 


0.086 




(3.326) 


(3.270) 


(2.997) 


(2.577) 


OBRA 


-0.371 


-0.383 


-0.467 


-0.457 




(-6.669) 


(-6.510) 


(-6.630) 


(-5.456) 


OBRAI 






0.252 


0.239 








(1.930) 


(1.775) 


OBRA II 






0.234 


0.219 








(1825) 


(1.682) 


OBRA III 






0.169 


0.160 








(1.314) 


(1.231) 


ET 


-0.065 


-0.070 


-0.008 


-0.014 




(0.913) 


(-0.915) 


(-0.093) 


(-0.166) 


HT-Ti-end 








0.003 










(0.154) 


DEFRA 




-0.027 


-0.033 


-0.032 






(-0.313) 


(-0.379) 


(-0.305) 


Constant 


-424.302 


-417.546 


-409.082 


-411.646 




(-14.106) 


(-13.065) 


(-12.461) 


(-11.709) 


Auto correlation 


0.796 


0.789 


0.769 


0.767 


correction 


(7.056) 


(6.906) 


(6.443) 


(6.352) 


ADJ r-sq 


0.951 


0.950 


0.956 


0.956 



Note: There are 72 observations in each regression. 
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quarter effect is not statistically significant.) DEFRA is not significant, 
ET has a negative sign, but the coefficient is never statistically sig- 
nificant ET - Ttend is not significant either (model 4), 

The unemployment rate has the expected positive sign in the regres- 
sions shown, but the coefficients are not statistically significant Per 
capita income, however, is affected by unemployment, and in the UP 
model it swamps any separate effect of the unemployment rate. 

Conclusions on the Time Series Analysis 

Our analyses of the changes in the AFDC caseload over the period 
1970-1987 suggest that little if any of the decline in either the Basic or 
UP programs over the 1980s can reasonably be attributed to the ET 
program. Changes in the economy and in the AFDC benefit level and, 
especially, the effects of the OBRA provisions seem to be the factors 
largely responsible for changes in the caseload. 

The time series analysis does leave a margin of uncertainty. ET may 
have initially contributed to a small reduction in the Basic caseload, but 
the effect was not sustained and the caseload appears to have increased 
modestly during the ET period (T 14-1987). Since spending on the ET 
program increased greatly over the period, the failure of the caseload 
to decline is all the more surprising. 

Several factors that may have had an impact on caseload growth were 
necessarily omitted from our time series model. The Massachusetts 
Department of Welfare has pointed to the changing composition of the 
caseload which has increasingly been composed of His^anics and others 
who typically are more disadvantaged. In chapter 4 we confirmed that 
the share of Hispanics, of never-married mothers, and of women with 
lower levels of educational attainment had ncreased among the Mas- 
sachusetts welfare population. Since these characteristics are as- 



When a regression is run with the unemployment rate as the only variable, it is 
highly significant and alone explains more than 60 percent of the variation in 
the UP caseload. 
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sociated with greater welfare dependence, it is possible that ETs suc- 
cess was obscured by a population more difficult to serve. Our second 
approach to evaluating the effects of ET uses a methodology that 
addresses this issue. 

Cross-Sectional Analysis 

Our second method for assessing the effects of ET is based on a 
comparison of welfare and work participation among single mothers 
living in Massachusetts with single mothers living in other states. We 
reason that the likelihood of receiving welfare should be lower in 
Massachusetts (relative to other states) in the years after ET was 
implemented than in the years prior to ET, if ET in fact reduced welfare 
dependence. Similarly, the likelihood of working should be relatively 
higher in Massachusetts after ET, if ET actually increased work par- 
ticipation. 

In this approach our comparison group, in effect, is composed of 
single mothers living outside Massachusetts. However, single mothers 
are not randomly distributed among states, and women in Mas- 
sachusetts may differ irorn other women in their underlying propensity 
to go on welfare. We adjust for such a possible bias in two ways. One 
is that we estimate the effect of Massachusetts residence in the years 
before as well as after ET; therefore, we have a benchmark against which 
to measure changes in behavior that might be attributed to ET The 
underlying assumption here is that the factors creating an upward or 
downward bias in Massachusetts will remain constant from one year to 
the next. This assumption may not be true, however. To address this 
problem we also adjust for differences in personal characteristics of the 
residents of Massachusetts and other states. 

The data source for this second method of analyzing ET is the annual 
March supplement to the U.S. Current Population Survey (CPS). We 
analyze all of the CPS March supplements from 1981 through 1988. 
The focus is on women who head their own families and have children 
under the age of 18. This is the population that is demographically 
eligible for the AFDC-Basic program. The sample each year contains 
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close to 5,000 single mothers, 200 of whom are Massachusetts residents. 
The majority of single mothers head their own independent households. 
However, about 20 percent of single mothers live with their children in 
the home of a relative, usually one or both of their parents. They are 
classified as heads of sub-families. Because of various reporting 
problems the data on the receipt of welfare by sub-families may be less 
reliable than it is for independent families. We have, therefore, con- 
ducted the analysis for two samples: one including all single mothers 
(heads of independent families and sub-families), and the other 
restricted to single mothers heading independent families only. 

In our cross-sectional analysis we investigate the effect of ETon work 
participation as well as welfare receipt. If ET has succeeded in reducing 
the welfare caseload by increasing work participation, then we would 
expect to see an increase in work effort among single mothers in 
Massachusetts. We use multiple regression to analyze both welfare and 
work outcomes. 

The dependent variables that we use are binary variables, which 

indicate whether or not a single mother has received welfare or has 
li 

worked. Our dependent variables are defined as follows: 

(1) Whether or not a woman received any public assistance 
income during the preceding year. 



The use of ordinary least squares (OLS) regression in the analysis of binary 
variables is sometimes associated with difficulties which are overcome by using 
alternative techniques such as LOGIT models. We ran some regressions with 
LOG IT and found no significant difference in the results. The OIJS results are 
reported here. 
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(2) Whether or not a woman received one month oij ^nore of 
public assistance income during the preceding year. 

(3) Whether or not a woman worked during the preceding 
year. 

The definition of welfare differs between this cross-section analysis 
and the time series analysis of method one. The time series analysis was 
based on state reports of the size of the AFDC caseload. Here, welfare 
receipt is based on the response of individuals in the CPS sample. It is 
also more broadly defined and includes welfare other than AFDC (such 
as General Relief or Emergency Assistance), although AFDC accounts 
for most of the public assistance income received by single mothers. 13 

Our choice of explanatory variables is designed to allow us to control 
for factors that would affect the welfare or work participation of in- 
dividual single mothers in a given year. The factors generally can be 
categorized as those that pertain to personal demographic and 
economic characteristics and those that relate to the economic condi- 
tions and welfare benefits in the individual's state of residence. The 
explanatory variables used in the analysis are listed in table 5-4. 

Hie regression results, which are summarized in the Appendix, are 
generally consistent wnh our expec tations and with the findings of other 
studies of welfare participation. In equations in which all of the vari- 
ables listed in table 5-4 were included, we found that black women and 
to a lesser extent, Hispanic women, were more likely to receive welfare 
than white non-Hispanic women. Never having been married, being 
disabled, and being younger than 25 were ail strongly associated with a 



This is estimated by comparing the state maximum monthly benefit with the 
amount of public assistance income reported for the year. If annual public 
assistance income equalled or exceeded the monthly state benefit, the 
individual was recorded as receiving one month or more of welfare. 

In Massachusetts, which runs a fully state funded program of general relief, 
AFDC is likely to account for a somewhat smaller proportion of total assistance 
than in other states. General relief recipients in Massachusetts, however, are 
also included in the I£T program. 
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Table 5-4 

Explanatory Variables for Cross-Sectional Analysis 
of CPS Sample of Single Mothers 

Individual Characteristics 

Race: Black; other non-White 
Hispanic origin 

Marital status: never married; widowed or divorced 
Age: under 25 years; older than 40 years 
Number of children: under 18 years; under 0 ye/ r* 
Disability status 
Years in school completed 

Migration status: whether moved from another s*;ue in p*:«u year 
Amount of child support income received 
Whether or not the individual lives in an SMSA 
State Characteristics 

State unemployment rate in the given year 

State per capita income in the given year 

Whether or not the state is in the South 

AFDC maximum benefit for a family of four with no other 

income in the given year 
Whether or not the state is Massachusetts 



higher probability of welfare receipt. This probability also increased 
substantially as the number of children increased, especially children 
under the age of six. The probability of receiving welfare fell sharply as 
schooling increased, and ?t fell as the amount of child support increased. 
Welfare receipt was generally higher in states with high welfare benefit 
levels and high unemployment, though the coefficients on these vari- 
ables were not statistically significant in all years. In states with higher 
per capita income and states in the South, welfare receipt was lower. 

The results of our analysis of the probability of working were consis- 
tent with the welfare receipt regressions. Work participation is usually 
low among women on welfare since high earnings typically preclude 
eligibility for welfare receipt. Therefore, we expect that variables which 
have a positive effect on welfare receipt (such as the number of children 
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under age 6) will have a negative effect on the probability of working. 
And that is what we found. 

The variable that is the primary focus of our interest is a dummy 
variable indicating whether or not the individual woman is a resident of 
Massachusetts. The coefficient of this variable shows the percentage 
point difference in the probability of welfare receipt (or work participa- 
tion) between Massachusetts and all other states, net of the effects of: 
1) differences in the measured characteristics of Massachusetts resi- 
dents and residents of other states, and 2) economic and program 
differences between states. (The differences in characteristics and 
economic "-onditions are captured by the other explanatory variables.) 
Tables 5-5 through 5-7 show the "Massachusetts effect" for each de- 
pendent variable, for the years 1980-1987 and for the two alternate 
samples of single mothers. 

In most years, including the ET years of 1985-87, the Massachusetts 
effect is positive and significant with respect to welfare receipt. For 
example, in 1987, the fourth year of EX the probability of receiving one 
month or more of welfare is ten percentage points higher in Mas- 
sachusetts than in other states. This is a larger effect than in 1981 before 
ET existed. 

There is a period of two years — 1983 and 1984 — when the 
Massachusetts effect all but disappears and the probability of welfare 
receipt is not significantly higher in Massachusetts than in other states 
(for women with similar characteristics). It seems unlikely that ET 
could be responsible for much of the relative fail in welfare receipt in 
1983, since ET did not start until October of 1983 and the welfare 
measure is defined quite loosely, as one month or more of welfare 
receipt during the year (or any welfare receipt during the year). But 
1984 is the first full year of ET's operation, and the relatively low level 
of welfare receipt in Massachusetts in that year could be attributed to 
ET Even at the low points of 1983 and 1984, however, the probability 
of collecting welfare among single mothers in Massachusetts never fell 
below the level of the other states. If indeed ETwas responsible for the 
decline in welfare in 1984 (and part of 1983), the effect was not 



ERIC 



82 WORK AND WELFARE IN MASSACHUSETTS 



Tkble5.5 

Probability of Receiving One Month or More of Public Assistance During the 
Year: Percentage Point Difference Between Massachusetts and All Other States 

Sample I Sample II ^ 

Female heads of families Female heads of families and sub-families 



1980 


+ 16.2 


+ 15.6*** 


1981 


+ 8.6 


+ 10.4 


1982 


+ 7.7' 


+ 11.7»»» 


1983 


+ IS 


+ 1.4 


1984 


+ 2.1 


+ 1.8 


1985 


+ 7.4 


+ 8.4»»» 


1986 


+ 9.8*** 


+ 10.8*** 


1987 


+ 10.1 


+ 10.1 •*• 



(1) Restricted to women with own children under age 18 as reported in March 
of the following year. 

(2) Both related and unrelated heads of sub-families are included, 

(3) Starred figures denote that the differential is statistically significant at the 
following levels: * 10 percent level 

5 percent level 
*** 1 percent level 

Source: Derived from mult 'ple regression analysis of a sample of approximately 
5,000 individual female family heads in the Current Population Survey each year, 
Sa zxi and appendix for details. 



sustained, as single mothers in Massachusetts again became significantly 
more likely to collect welfare in Massachusetts than elsewhere. 

In seeking to explain the pattern of change from year to year in the 
Massachusetts effect, it is important to recognize that federal legislation 
such as OBRA and DEFRA were applied to all of the states. In our 
time scries analysis we found that OBRA sharply reduced the caseload 
in Massachusetts starting in the last quarter of 1981. This reduction in 
the caseload would only show up as u reduction in the Massachusetts 
effect in our cross-sectional analysis, if OBRA reduced the caseload 
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Table 5-6 

Probability of Receiving Any Public Assistance During the Year Percentage 
Point Difference Between Massachusetts and All Other States 

Sample I ^ Sample II 

Female heads of families Female heads of families and sub-familics U 



1980 


+ 14.3 


+ 13.9**» 


1981 


+9.3 •• 3 


+ 11.7 ••• 


1982 


+9.1 * 


+ 114 


1983 


+ 1.6 


+ 1.9 


1984 


+ 1.9 


+ 2.1 


1985 


+6.9 ** 


+ 7.4 


1986 


+ 10.1 


+ 11.1 


1987 


+9.4 


+9.7 



(1) Restricted to women with own children m.i er age 18 as reported in March of 
the following year. 

(2) Both related and unrelated heads of sub-families are included. 

(3) Starred figures denote that the differential is statistically significant at the 
following levels: • 10 percent level 

** 5 percent level 
*** 1 percent level 



more in Massachusetts than in other states among similarly situated 
women (with respect to their personal and environmental charac- 
teristics). This does not seem to have happened in 1982, but it is possible 
that the effect of OBRA was deeper and more lasting in Massachusetts 
and that this contributed to the reduced likelihood of receiving welfare 
in 1983 and 1984. 

The probability of working during the year is also subject to a Mas- 
sachusetts effect. In this case (table 5-7), single mothers in Mas- 
sachusetts are less likely to work than are single mothers in other states, 
althot ^h the effect is negligible and statistically insignificant in the years 
1982-1984. The results are generally the flip side of the welfare results. 

In interpreting these results we reviewed the possible factors that 
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Tkble5-7 

Probability of Working During the Year Percentage Point Difference Between 
Massachusetts and All Other States 

Sample I Sample II u 

Female heads of families' Female heads of families and sub-families 



1980 


•4.4 


-3.4 


1981 


-8.7 


-8.8 


1982 


-4.1 


■4.4 


1983 


-17 


+0.2 


1984 


•1.6 


-1.1 


1985 


-S.0" 


■13** 


1986 


-6.8 


-5.4* 


1987 


-5.7* 


-5.6* 



(1) Restricted to women with own children under age 18 as reported in ?4arch of 
the following year. 

(2) Both related and unrelated heads of sub-families arc included. 

(3) Starred figures denote that the differential is statistically significant at the 
following levels: * 10 percent level 

5 percent level 
•** l percent level 



were necessarily omitted from our analysis and that might explain why 
ET failed to reduce the Massachusetts effect on welfare or work par- 
ticipation in the 1985-87 period. Our cross-sectional analysis does 
control for changes in the race and Hispanic origin of single mothers 
and for schooling and other factors that influence welfare receipt. 
However, it is possible that ethnicity and race interact with other 
variables in such a way as to influence the outcome, lb adjust further 
for compositional effects and interactions, we conducted additional 
analysis of the more homogeneous population of white non-Hispanic 
single mothers. The resulting Massachusetts coefficients are reported 
in table 5-8 and the full regressions in the Appendix. 

The pattern of change in the coefficients for white non-Hispanic 
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Table 5-8 




Welfare Receipt and Work Participation Among White Non-Hispanic Women 


Heading Families: Percentage Point Difference Between Massachusetts 


and AU Other States 1 




Probability of Receiving One Month 


Probability of Working 


or More of Public Assistance 


Dunns the Year 


1980 + 15.0'** 1 


-4.7 


1981 + 4.8 


-3.1 


1982 + 5.6 


■4.6 


1983 + 2.8 


-3.2 


1984 . it 


+ 1.2 


1985 + 9.8*»* 


•8.9*** 


1986 + 4.9 


-25 


1987 +11.9*** 


-5.4 


(1) Restricted to female heads of primary families with own children under the age 


of 18, as reported in March of the following year. Only white non-I lispanic women 


are included. 




(2) Starred figures denote that the differential is statistically significant at the 


following levels: • io percent level 




** 5 percent level 




*** 1 percent level 





women is similar to the results for the whole sample. However, the 
probability of collecting welfare is both positive and significantly higher 
in Massachusetts than it is in other states only in 1980, and then again 
in the ET years of 1985 and 1987. Again we find no lasting impact of 
ET in reducing welfare participation. With respect to the likelihood of 
working, the Massachusetts coefficient is negative and significant 
among white non-Hispanic women only in the ETycar of 1985. In most 
of the other years this coefficient is also negative but it is not significant. 
The information is not sufficient to conclude that ET reduced work 
participation, but it clearly suggests that ET has not increased the work 
effort of white non-Hispanic single mothers. 
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Due to the lack of data, we could not include detailed measures of 
the characteristics of state welfare and work programs for all of the 
states. Some states are much stricter than others in their interpretation 
of regulations and in their administration of the AFDC program. States 
also vary In the extent to which benefits are provided in addition to the 
basic cash and food stamp benefits. Presumably Massachusetts is a state 
that is more generous and more lenient, and this is why there is a 
Massachusetts effect. ETdoes not seem to have provided a mechanism 
for countering these forces. It is improbable that the existence of 
superior work programs in the other states can account for the Mas- 
sachusetts effect. Although other states also have had work programs, 
few if any have been nearly as large as Massachusetts' in terms of dollars 
spent per AFDC recipient. 



I CO 

ERJ.C 



The Bottom Line: Costs and Benefits 



Ultimately the question to be answered is whether ET has been a 
worthwhile expenditure for taxpayers as well as for recipients. In this 
chapter we utilize our findings on the impact of ET to assess the net 
costs and savings to the taxpayer. After examining the costs and benefits 
of ET we compare our results with those of the Massachusetts Depart- 
ment of Public Welfare. 

A standard procedure for evaluating government programs is to 
compare the value of the program's benefits with its costs. From the 
perspective of the taxpayer, the gross benefits from the ET program 
would depend on the extent to which transfer payments were reduced 
and tax revenues were increased. Thus, ET could produce taxpayer 
benefits if it caused the earnings and employment of AFDC recipients 
to rise and if this rise in income in turn led to a reduction in welfare 
benefits and an increase in the taxes paid by ET graduates. The actual 
nei gain to taxpayers depends on the extent to which the gross benefits 
attributable to ET exceed the costs of the program. 



From the perspective of ET participants, a net gain would be realized if the 
earnings gain attributable to KT exceeded the loss of AFDC benefits and 
increased tax payments and work expenses. From the perspective of society as 
a whole, the net benefit is a weighted sum of the net benefits to both taxpayers 
and participants. In this study we focus primarily on the net benefit to taxpayers 
since that has been the focus of much of the public discussion about this 
program. 



9 

ERIC 



101 



Tbble6-1 



Cost Data for ET, Fiscal Years 1984 - 1989 



Fiscal Years: 


1984 


1985 


1986 


1987 


1988 


1989* 
















Currpnf rinllar* /"million^ 


fJfV 1 

iZu. 1 


ib.i 


43.3 


57.6 


773 


95.6 


FYS9 dollars f millinnO 






47.7 


612 


79.2 


95.6 


New Participants 1 


15,600 


19,681 


26,637 


33,045 


38,026 


n.a. 2 


Placements 


6,040 


11,089 


12,870 


9,898 


13,075 


14,02s 3 


Expenditures per participant 














(FY89 dollars) 


$1,500 


1,499 


1,791 


1,852 


2,083 


iLa. 


Expenditures per placement 












(FY89 dollars) 


$3,874 


2,660 


3,706 


6,183 


6,057 


6,815 



(1) This is the number of new participants in the program each month, summed over the twelve months in the fiscal year, 

(2) n,a. - not available 

(3) Estimated based on the difference between the number of placements during the 5-year period FY84-FY88 and the number 
of placements for the 6 year period including FY89 announced by the Governor in October, 1989 (67,000 placements). 

* Projected 

Source: Massachusetts Department of Public Welfare. 
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The costs of the ET program have been considerable. As indicated 
in table 6.1, total expenditures cumulated over the six-year period — 
fiscal years 1984-89 — were $320.4 million, or $336.6 million when 
expressed in 1989 dcUais. The trend in annual costs has been upwards 
as program expenditures totalled $95.6 million in fiscal year 1989, 
reflecting a 218 percent rise above the level of fiscal year 1985, the first 
full year of the program. 

The costs of ET per participant appear to be considerably above the 
level of spending of most other states ihat run employment and training 
programs for welfare recipients. In fiscal year 1988, Massachusetts 
spent approximately 12,000 per ET participant, up from $1,500 in fiscal 
year 1985 (table 6. 1). 2 Among the state programs evaluated bv the 
Manpower Demonstration Research Corporation (MDRC), gross costs 
per participant were about $430 in Arkansas, the lowest cost state, and 
averaged $600 per participant in the well-known first San Diego pro- 
gram. Only Maryland was close to Massachusetts in costs, spending 
about $1,800 per participant in fiscal year 1984. 

In its study of programs in four states, including Massachusetts, the 
General Accounting Office (GAO) using a different definition of par- 



The Massachusetts DPW would only provide us with data on the number of 
participants entering ET each month. These data were summed over the 
12-month period to obtain annual participant totals. The measure is not ideal 
as it is influenced by changes in the duration of time spent in ET. It may also 
be subject to double counting if individuals enter ET more than once during 
the year. 

These cost data are obtained from the various state reports issued by the 
MDRC. MDRC presents total costs over the course of the program per 
individual who was part of the experiment. However, in most states only about 
half of the experimental actually participated in work-related programs. To 
put the costs on a roughly comparable basis with participant costs for 
Massachusetts, we multiplied costs per experimental by the inverse of the 
proportion participating. 
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ticipants, found that expenditures per participant in Massachusetts 
were $1,257 in 1986, compared to $410 in Michigan and $170 in Texas. 4 
(No participant data were available for Oregon, the fourth state.) As 
discussed in chapter 3, the higher program costs in Massachusetts (and 
in Maryland) in part reflect a greater emphasis on education and 
training programs, which are typically more expensive than other work- 
related programs such as job search. The relative costliness of the child 
care program in Massachusetts is anot! cr important reason for its 
higher overall expenditures. 

The extent to which the ET program has been cost-effective for 
Massachusetts taxpayers depends on the extent to which the savings 
generated by the program exceed the costs. The two possible sources 
of these savings would be: 1) reductions in transfer payments to AFDC 
recipients whose employment or earnings were increased as a result of 
exposure to ET and who as a result left the caseload or received a lower 
welfare benefit; and 2) increases in taxes paid by those individuals whose 
earnings were increased by ET. 

In this study we have conducted a detailed investigation of the effects 
of ET on welfare participation and employment status. Our results, 
which are discussed at length in chapter 5, indicate that ET has not had 
any significant impact on welfare or employment participation in Mas- 
sachusetts. Sin'C virtually no case closings can reasona'^y be attributed 
to ET, there are no savings to taxpayers from this source 

Another potential source of savings would be any reductions in 
welfare payments to recipients whose earnings Wi.:re increased by ET 
but not enough to generate a case closing. This could not be a major 



The GAO data on participants referred to the number of participants for the 
entire year, which includes participants already in KT at the beginning of the 
year. Our data refer only to new participants in liT. 

Indeed, our time scries analysis of the AFDC caseload in Massachusetts 
suggests that ET actually had the effect of increasing the caseload somewha*. 
We took the conservative approach, however, and considered the effect of ET 
to be zero. 
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source of savings since the amount of income welfare recipients can earn 
and still remain on the program has been sharply restricted since the 
implementation of the UBRA amendments. As noted in chapter 5, the 
OBRA changes reduced by half the percentage of AFDC recipients 
with earnings in Massachusetts. In fiscal year 1983, after OBRA but 
prior to ET, 9.8 percent of adult AFDC recipients had earnings in 
Massachusetts. In fiscal year 1987 this percentage was even lower — 
8.4 percent (see table 4-13). It does not seem likely that ET resulted in 
any substantial increase in earnings or reductions in benefit payments 
among this small category of AFDC recipients. 

The last potential source of savings gains from ET are the additional 
taxes paid by former welfare recipients whose earnings were increased 
by ET. Even if most AFDC recipients who found jobs would have done 
so anyway (without ET), it is possible that ET training and education 
programs increased skills and thereby increased the wage rates these 
people could obtain when they worked. The MDRC evaluation of the 
Maryland jobs program found that it had no effect on the extent of 
weLarc receipt although it did have the effect of increasing the earnings 
of participants. This earnings gain amounted to $1,000 per person in 
the experiment, accumulated over quarters 2-12 after the initial assign- 
ment to the program. 

An earnings increase can occur either through an increase in weeks 
and hours worked, or by an increase in hourly wage rates. We found 
that ET has had no positive impact on the probability of working (or on 
weeks worked) 6 Due to lack of relevant data we could not estimate the 
effect of ET on the wage rates of participants. However, we can 
estimate an upper bound to the earnings increase that could possibly 
be attributed to £T and from that, derive the additional tax payments 
that wou'd be made as a result of the higher earnings. To obtain such 



Sec chapter 5 and the Appendix for the analysis of the effect of ET on the 
employment status of single mothers. A similar analysis was conducted on 
weeks worked. The results were similar — the number of weeks worked was 
not increased by ET. 
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an upper limit estimate we make the unlikely assumption that each of 
the ET graduates the Dukakis administration claims to have placed 
during the fiscal year 1984-1988 period (52,972 persons) received, or 
will receive, a gain in earnings of $3,000 over a period of time. This is 
triple the gain in earnings estimated for a comparable period of time for 
the Maryland program. Such a gain at mc st would generate additional 
federal and state tax payments of $600 per placement (assuming a 
combined tax rate of 20 percent). ET costs per placement, however, 
averaged $4,550 during the fiscal year 1984-1988 period. Thus, under 
the most extreme assumptions favorable to ET the increased tax pay- 
ments of ET graduates would offset only 13 percent of the program 
costs. Under more plausible assumptions, the offset would be substan- 
tially smaller. 

In sum, total expenditures on ET from fiscal year 1984 to 1988 
cumulated to $241 million. We estimate that there were no offsetting 
savings to taxpayers from reduced welfare payments, since ET had no 
effect on case closings or the probability of working. The one possible 
source of savings is increased tax payments made by those ET graduates 
who, although they would have found jobs on their own without ET, may 
have experienced an increase in their wage rates due to skills obtained 
in ET. We did not have the data to analyze this effect and, therefore, 
cannot reject the possibility of savings from this source. However, 
under extreme assumptions, the most that could be expected from this 
source would be $31 million, or 13 percent of total program costs. Thus, 
the net cost of ET to taxpayers was $210 million over the 5-year period, 
fiscal years 1984-1988. Most of this cost (71 percent) was borne by 
Massachusetts taxpayers exclusively. The remainder came from federal 
funds to which Massachusetts taxpayers also contributed. 

Other Estimates of ET Net Savings 

In September of 1989 the Dukakis administration claimed that it had 
placed more than 67,000 welfare recipients and applicants into jobs 
through ET since the inception of the program in October of 1983. The 
claim was also made that "after deducting the cost of the program, ET 
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saved over $280 million, through the end of fiscal year 1988, in reduced 
welfare benefits and increased revenues from Social Security contribu- 
tions and income and sales taxes" (Massachusetts DPW, September 
1989). Claims such as these have been regularly made by the Mas- 
sachusetts DPW and have teen widely publicized by the Governor. 

How can the DPW find that ET has saved the taxpayers $280 million, 
while we find that ET has cost the taxpayers at least $210 million? DPW 
has not provided any evidence or analysis to back up their assertions. 
In fact, the only explanation we could find for their estimate of net 
savings appeared in a short paragraph in the Departments budget 
submission for FY87 and refers to the first two years of ET. The 
paragraph reads as follows: 

Since October 1, 1983 mere than 23,000 AFDC recipients 
have been placed into full or part-time jobs at a total cost of 
$71 million. The average cost per ET placement is therefore 
approximately $3,100. The typical AFDC case in Mas- 
sachusetts costs $6,100 per year — $4,800 in a cash grant and 
$ 1 ,300 in Medicaid services. The cast of maintaining 23,000 
AFDC cases for a single year would therefore total $140 
million. Thus, by placing 23,000 recipients into jobs, ET has 
saved some $69 million. In FY87, net ET savings will be $30 
million (Massachusetts DPW, January 22, 1986). 

There are several errors in this calculation. The two major ones are 
the implicit assumptions that: 1) all of the 23,000 AFDC recipients who 
found jobs while in the ET program would not have found jobs on their 
own; and 2) that all of the job finders left the caseload. As we have 
repeatedly stressed, ET can only be credited with achieving savings if it 
produces a positive outcome that would not have occurred in the 
absence of the program. For example, the AFDC caseload has always 
been highly dynamic in Massachusetts, just as it has been nationwide, 
with a large number of case closings each month. In fiscal year 1983, 
before ET was in place, case closings were reported to have averaged 
4,000 per month. The same statistic is reported for the years after ET 
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began. Moreover, the proportion of cases closed because the head of 
the family found a job was 52 percent in fiscal year 1983 and only 48 
percent in the ET era (broken down into 32 percent finding jobs on 
their own and 18 percent finding jobs through ET). 

To determine the extent to which ET is responsible for employment 
gains or case closings, it is clearly necessary to utilize an evaluation 
scheme that incorporates a control mechanism. Findings from the 
randomized experiments conducted by MDRC provide vivid evidence 
of the extent to which a programs effectiveness can be grossly over- 
stated by focusing on job placements without reference to a control. 
For example, among those assigned to the experimental group in San 
Diego's Job Search-Community Work Experience Program (CWEP) 
over 60 percent found jobs during the second through sixth quarters of 
the follow-up period. As Judith Gueron, director of the MDRC 
demonstrations, comments: 

If one assumes that all of this employment was caused by the 
program — and multiplies the number of placements or 
employed individuals by the average reduction in grant pay- 
ments that takes place after employment — the result is 
extremely large welfare savings. Instead, [the data] reveal 
that over 55 percent of the controls worked at some time 
during the same period without participating in the Job 
Search-CWEP program. The real gain for expcrimcntals is 
still notable — around 6 percentage points — but is much 
more modest. Unfortunately, most program administrators 
only have data on program participants and not on a control 
group. Thus, while it will be tempting for them to look at 



For the data on case closings in fiscal year 1983 see Massachusetts DPW, 
January 13, 1984, and for the reasons for case closings in fiscal year 1983 see 
Massachusetts DPW t February 1987. For the data on case closings and the 
reasons for them in the FT era, see Massachusetts DPW, February 13, 1987 
and FY89 Budget Narrative. 
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operational data and assume that all changes are program 
achievements, the data from this demonstration suggest how 
misleading this can be (Gueron 1986). 

No randomized experiment has been conducted in Massachusetts. 
In order to isolate net program effects, we used various procedures for 
establishing a counterfactual situation or a comparison group. We 
found no significant effect of ET on welfare participation or emplrv. 
ment. DPW has used gross placement data for evaluating the success 
of ET and has not tried to determine how many c f the persons placed 
would have found jobs and left the caseload on their own. As a result 
they have concluded that ET has been highly successful in producing 
welfare savings. Our analysis demonstrates that this conclusion is 
wrong. 

The Urban Institute Study 

Recently the Urbar Institute released preliminary findings from a 
study of the ET program commissioned by the Massachusetts DPW 
(Nightingale et al. 1989). The Urban Institute study docs not provide 
a means for evaluating the success of ET in reducing the AFDC 
caseload. This was evidently not the purpose of the study and no 
comparison group was provided that would enable any juugments to be 
formed on the overall effectiveness of the program. Instead, the 
preliminary findings largely present descriptive information about the 
proportion of AFDC recipients who had contact with ET and the 
proportion of ET participants who ultimately found jobs. As with the 
DPW data on job placements, this kind of information presented 
without a basis of comparison says nothing about the effectiveness of 
ET. 



The major aim of the study is to compare the Cik-ctiveness of one type of KT 
program treatment with another, for example, JTPA skills training with job 
search. 
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The Urban Institute report has been rited as showing that the exten- 
sion of ET child zaie subsidies and Medicaid health benefits for a 
12-month transition period was important in helping welfare parents 
retain their jobs (e.g., Armstrong 1989). However, this is not a con- 
clusion that can be drawn from the study- Since everyone in the study 
sample was eligible for subsidized child care and health benefits whether 
or not they used the benefits, there is no way to test for the effect of the 
availability of child care subsidies on work patterns- The study finds a 
positive statistical association between steady child care arrangements 
and job retention. However, this association is likely to reflect the fact 
that mothers of small children who seriously plan to continue working 
are more likely to take the trouble to make child care arrangements than 
those whG do not plan to work for long. 

The availability of subsidized child care may in fact influence the work 
patterns of mothers. Tb measure this effect, however, one would need 
a mechanism to compare the work patterns of mothers with the same 
propensity to work but with varying availability of day care. The Urban 
Institute's preliminary findings present interesting facts about ET but 
cannot be used to estimate the net benefits of the ET program. 

Benefits to Participants 

Even though ET did not produce a net benefit to the taxpayer, it is 
possible that the program did benefit those welfare recipients who 
participated in the various types of employment and training programs 
offered. Programs in basic education, vocational training and guided 
job search may well enhance earnings. Moreover, the direct costs to the 
participants are minimal, as child care and even transportation are 
subsidized. However, without access to detailed data on program par- 
ticipants and outcomes and a way of constructing an appropriate control 
group we could not determine the extent of these private benefits. The 
results of studies of similar programs such as the Baltimore Options 
Program suggest that small earnings gains can be realized by welfare 
recipients even though the benefits may not outweigh the full costs 
funded by taxpayers. 

erJc 1 i 0 



7 



Concluding Comments 

The ET program in Massachusetts was introduced with high hopes 
in October of 1983. It has been declared a success by the Dukakis 
administration. However, these claims appear to be gross exaggera- 
tions. 

The AFDC-Basic caseload did decline by 25 percent in Mas- 
sachusetts over the 1978-83 period. But this decline- occurred before 
ET was introduced and was primarily the result of the changes in the 
AFDC program brought about by the federal Omnibus Budget Recon- 
ciliation Act (OBRA) of 1981. During 1983-88, the AFDC caseload in 
Massachusetts declined by about three percent. However, this was a 
period of economic boom in Massachusetts as well as in much of the 
Northeast. And most of the states in the Northeast also experienced 
declines in their welfare caseloads that were as large or larger than those 
in Massachusetts. For example, over the 1983-88 period the New York 
and Rhode Island caseloads declined by about three percent, the Con- 
necticut caseload by 12.5 percent, and the New Jersey caseload by 17 
percent. 

In this study, detailed statistical analyses were conducted of the 
determinants of the size of the Massachusetts AFDC caseload and of 
the welfare participation rate. After changes in economic conditions, 
welfare benefit levels, and the characteristics of single mothers were 
taken into account, ET was not found to be associated with any reduc- 
tion in the AFDC caseload or in welfare participation rates. Mas- 
sachusetts has remained a state where single mothers are more likely to 

erJc 1 ' 1 



I 



98 WORK AND WELFARE IN MASSA CHUSETTS 



participate in welfare than are similarly situated women in other states. 
Also, single mothers are less likely to work in Massachusetts than 
elsewhere, despite the implementation of ET 

Certain management aspects of the ET program may have worked 
against a more positive outcome. The program has emphasized as its 
primary goal, the production of a target number of job placements at 
relatively high wages. Initially DPW (FY87 Budget Request, January 
1986) had a five-year plan to "place 50,000 recipients into jobs and save 
the taxpayers $150 million in welfare costs." lb implement the plan, 
DPW adopted a system of performance-based contracting under which 
contractors a.c fully reimbursed only for placing participants in "priority 
jobs" (that is, jobs paying a rate at least equal to a designated floor) and 
only after the client has remained on the job for at least 30 days. 
Although this form of performance-based contracting may well spur the 
contractors to place more individuals in jobs, it also provides an incen- 
tive for them to try to attract those applicants who can most readily 
qualify for "priority jobs." As a result, contractors may fulfill the goal 
of placing a certain number of individuals in jobs at target wages. But 
these successful individuals are likely to be the more motivated and 
skilled participants who would have found jobs readily on their own. 1 

It is a common finding of evaluations of employment and training 
programs that program impacts are greater for those who are below 
average in terms of their employability, as evidenced by little prior work 
experience or longer term welfare dependence. Work programs seem 
to produce the largest behavioral changes for this group. 2 These less 
skilled participants, however, are not likely to contribute the most to 
job placement rates. Even after successful training, their earnings and 



Data from the Urban Institute study show that more than 25 percent of ET 
job finders had one or more years of college training, which is exceptionally high 
compared to the average AFDC recipient. 

See chapter 2 for details about the difference in program impacts between 
those with and without prior jobs skills. 
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employment rates are likely to lag behind those of participants with 
strong prior work skills. By basing their reimbursements to contractors 
on job placements at relatively high wage rates, the administrators of 
ET may have inadvertently provided an incentive for contractors to 
avoid those who seem harder to place, but who nevertheless have the 
most potential for experiencing true net gains. Moreover, this tendency 
is likely to be reinforced by the voluntary aspect of the program, since 
welfare recipients who are least motivated to work and most inclined 
towards long-term welfare dependence are probably least likely to 
volunteer. 

One recommendation that emerges from this analysis is to re focus 
the program. The emphasis on numbers of job placements in "priority" 
jobs may produce an impressive announcement on the evening news, 
but it does not, as we have seen, produce real results in terms of reducing 
the welfare caseload. A more useful goal for ET contractors would be 
to help welfare recipients find better jobs more quickly than they could 
on their own. With limited resources, the program should provide the 
most help to recipients whose prospects for job success arc the least 
favorable. This would mean modifying the system of performance- 
based contracting and eliminating the wage floor. More flexible 
methods for evaluating contractors should be developed that take into 
account the clientele served. Welfare recipients differ considerably in 
their skills, background and motivation, and there is no single numerical 
target that can be sensibly applied to everyone. 

Consideration should also be given to making participation in ET 
mandatory and to varying the nature of the participation requirement 
depending on the person's background and skills. For example, recent 
AFDC entrants with prior work experience might be required to search 
for a job as are recipients of unemployment insurance. Long-term 
AFDC recipients might be required to participate in more intensive 
programs, perhaps on a continuing basis. Although we do not find that 
ET has been successful overall in reducing welfare participation, it is 
possible that some aspects of the program have been successful while 
others have not. In its final report, the Urban Institute will presumably 
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provide data and analysis bearing on the effectiveness of different 
program treatments for different types of participants. 

Another factor possibly limiting the effectiveness of ET is that certain 
program features may have actually attracted families onto AFDC in 
order to receive ET benefits. For example, some single mothers may 
have gone on welfare to obtain the more costly training for high-skill 
jobs, the extended Medicaid benefits or the generous child care assis- 
tance (which for two children can amount to a subsidy of more than 
$8,000 per year). If this turns out to be true, then the state may want to 
de-couple these benefits from the welfare program, making them avail- 
able to the low-income working poor, whether or not they have been 
on welfare. Research is needed on the extent to which ET services may 
have been a factor in both case openings and case closings. 

Research is also needed on the effects of alternative levels and types 
of child care expenditures on children's well-being and on the mother's 
employment. The Massachusetts program is costly because it favors 
formal day care programs subject to stringent requirements and regula- 
tions. Would less expensive modes such as family care be worth more 
per dollar spent? Is structured care particularly beneficial for children 
with special problems but not necessarily for the average child? These 
are questions that need to be addressed because half of the expend if ures 
on ETat present fund child care services, although the effectiveness of 
these services is not known. 

There is a larger issue to be considered, and that is the role of a work 
program in an overall policy to reduce welfare dependency and increase 
self-sufficiency. The relatively high benefit levels in Massachusetts (and 
other states in the Northeast) create disincentives for self-support and 
marriage particularly among lower income individuals. In some states 
this is reinforced by liberal eligibility policies, such as the Massachusetts 
policy to provide benefits to pregnant unmarried women without any 
children starting in the first month of their pregnancy. The burden of 
reversing the disincentive effects of welfare benefits is then placed on 
a work-related program which, it is hoped, will increase the potential 
earnings of welfare recipients enough to provide a new incentive to go 
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off welfare. As the history of work programs shows, it has proven 
exceedingly difficul* to devise programs that raise earnings enough to 
achieve this goal. Because of limited options, however, administrators 
of welfare programs have persisted in developing work programs for 
welfare recipients. 

It is not i.kely that a work program alone can be the answer to welfare 
dependency. What is required is a change in attitudes that will prevent 
young women from viewing welfare as a long-term option for support. 
A mandatory requirement to participate in a work/training program 
might help in this regard. It may also be worthwhile to experiment with 
ways to reduce benefits after a period of time. With such a policy in 
place new AFDC recipients would have an additional incentive to take 
steps to become self-sufficient. 

Broader programs of a preventive nature are to be encouraged. As 
is now widely recognized, elementary and secondary education need to 
be revamped so that young people, in particular those exposed to 
disadvantaged environments, can obtain the basic skills needed for 
successful lives. Improvements in schooling, vhich make labor market 
alternatives a reality, may help forestall the ea 1 ly childbearing that often 
leads to future welfare dependence. 

Stricter collection of child support paym jnts from absent fathers is 
another important measure to be taken. The record of payment by 
absent fathe» s, particularly when the mother is on welfare, is deplorably 
low nationwide, although Massachusetts is doing better in collection 
than most other states. Such efforts may have the added long-run 
benefit of encouraging more responsible behavior among couples con- 
cerning childbearing decisions. 

Employment and training programs for welfare recipients have ex- 
isted for many years. Evaluations of these programs have usually found 
that at best they have had modest impacts on earnings, employment, 
and welfare dependency. Against these prior findings, it should not 
come as a great surprise that ET has not reduced the AFDC caseload 
or increased the employment of single mothers in Massachusetts. 
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Our findings, however, raise a number of questions. Do the poor 
results for ET reflect particular design features un que to the program 
or do they reflect more basic limitations that any work-related program 
would encounter? Studies conducted by MDRC find th*t experimental 
work programs for AFDC recipients vary in their effects from state to 
state — some show positive outcomes while others have no effect at all. 
No rigorous analysis of the reasons for these differences appears to have 
been conducted. The approach that we have used relies on an aggregate 
analysis of an actual program over a long period of time. It does not 
delve into program detail as much as might be passible with a ran- 
domized experiment. However, randomized experiments may miss 
some of the effects that would be present if an experimental program 
were actually implemented on a large scale. 

The kind of analysis we have done is much less costly than a ran- 
domized experiment and could be replicated in other states that have 
conducted work programs on a large scale. In view of the high hopes 
raised by the Family Support Act of 1988, which was partly modeled 
after ET, it is extremely important that more comparative analysis be 
conducted of the disparate results of the studies cf existing state work 
programs for welfare recipients. 
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Appendix 



Variable Definitions for Cross-Sectional Analysis 
of CPS Samples of Single Mothers 



Dichotomous variables 
BLACK 
OTHER 
HISPANIC 
SINGLE 
WID-DIV 
DISABL 
SMSA 
MASS 
AGELT25 
AGEGT40 
MIGRATE 
SOUTH 

Other variables: 
SCHOOL 
CHI- 18 
CHI-05 
STATE UN 



STATE INC 
AFDC BEN 

CHI AID 



(0,1): 

Individual is black 
Individual is other non-White 
Individual is of Hispanic origin 
Never married 
Widowed or divorced 
Disabled 

lives in an SMSA 
lives in Massachusetts 
Less than age 25 
Older than age 40 

Lived in a different state in preceding year 
Lives in the southern region of the U.S. 

Years of school completed 
Number of children under age 18 
Number of children 5 years old or younger 
Unemployment rate (percent) in the individual's 
state in the specific year 

Per capita income (in thousands) in the individual's 
state in the specific year 

AFDC maximum benefit for a family of four with 
no other income, in the individual's state in 
the given year (monthly benefit in hundreds) 
Child support income from the absent father 
received during the year (in thousands) 



Note: 

The sample size for each year for Tables A-l and A-2 is approximately 5,000 persons. The 
sample size for each year for Tables A-3 and A-4 is approximately 4,000 persons. Sample 
sizes for Tables A-5 and A-6 are given in the tables. 

Source: 

Public Use files of the Current Popule lion Surveys, March Supplements. 
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Women Heading Primary Families or 


Sub- fam ilies (wish own child present) 


Dependent variable: Whether Received One Month or More of Public Assistance 
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Table A-2 

Women Headit\g Primary Families or Sub-families (with own child present) 

Dependent Variable; Whether Worked During the Year 
Independent 

Variable 1980 1981 1982 1983 1984 198S 1986 1987 

INTERCEP 0.4743 03970 0.4888 0.6029 0.6043 0.4849 03301 03967 

(6.29) (732) (6.14) (7.71) (8.14) (632) (6.92) (7.49) 

BLACK -0.0501 -0.0826 -0.0782 4). 1068 43.0602 -0.0577 -0.0615 -0.0763 

(-3.15) (-5.03) (-4.77) (-635) (-3.84) (-164) (-3.95) (4.91) 

OTHER -0.0359 -0.0677 0.0104 -0.0587 -0.0710 -0.0693 -0.0414 -O.0855 

(-1.09) (-1.97) (032) (-1.80) (-2.18) (-2.66) (-1.25) (-2.67) 

HISPANIC -0.0718 -0.0788 -0.0530 -0.0934 -0.0715 -0.0602 -0.0812 -0.0658 

(-3.80) (4.10) (-171) (-4.89) (-3.83) (-4.38) (-4.42) (-3.65) 

SING1U -0.0580 -0.0777 -O.0794 -O.Q553 -0.0759 -0.0715 -0.0607 -O.Q55" 

(-2.99) (4.10) (-4.29) (-2.93) (-4.22) (-4.02) (-3.44) (-3.20) 

WID-DIV 0.0647 0.0594 0.0518 0.0494 0.0493 0.0503 0.0462 0.0607 

(435) (3.96) (3.34) (3.16) (3.24) (3.24) (2.98) (3.89) 

SCHOOL 0.0357 0.0348 0.0353 0.0343 0.0338 0.0390 0.0395 0.0388 

(15.06) (14.10) (14.06) (1331) (13.98) (15.40) (15.80) (15.90) 

DISABL -0.6466 -0.6271 -0.6082 -0.6133 -0.6519 -0.6126 -0.6268 -0.6086 

(-21.27) (-203) (-1830) (-17.03) (-19.99) (-18.1) (-18.9) (-18.3) 

MIGRATE -0.0242 -0.0027 -0.0*46 -0.0321 -0.0407 0.0041 -0.0053 -0.0483 

(-0.84) (-0.09) (-132) (-0.98) (-2.27) (0.13) (4).16) (-130) 

CHI-18 -0.0543 -0.0484 -0.0498 -0.0639 -0.0675 -0.0689 -0.0672 -0.0602 

(-837) (-7.29) (-7.38) (.8.98) (-9.91) (-9.92) (-9.80) (-8.80) 

C1H-05 -0.0921 -0.0941 -0.0896 -0.1114 -0.0986 -0.0928 -0.0795 -0.0856 

(-£.17) (-8.45) (-8.05) (-9.88) (-8.99) (-8.37) (-7.36) (-8.15) 

AGFLT25 -0.0481 -0.0819 -0.1372 -0.1145 -0.0943 -0.0932 0.0877 -0.0726 

(-2.39) (-4.17) (-6.98) (-5.87) (-4.98) (4.82) (4.62) (-3.85) 

AGF.GT40 -0.0276 -O.0249 -0.0258 -0.0210 -0.0514 -0.0052 0.0001 -0.0104 

(-1.84) (-137) (-138) (-1.30) (-3.27) (-0.32) (0.05) (-0.65) 

STATE UN -0.0233 -0.02 -0.0121 -0.0120 -0.0157 -0.0077 -0.0117 -0.0142 

(-5.99) (-5.50) (4.03) (-3.95) (4.72) (-2.01) (-3.35) (-3.84) 

STATU INC 0.0->19 0.0067 0.0039 -0.0026 -0.0003 -0.0015 -0.0065 -0.0078 

(3.45) (1.11) (0.70) (-031) (-0.06) (-0.33) (-130) (-1.88) 

AFDCBEN -0.0302 -0.0265 -0.0069 -0.0076 -0.0048 -0.0068 -0.0023 -0.0035 

(-3.88) (-3.41) (-0.85) (-1.00) (-0.70) (-1.32) (-0.36) (-037) 

SOUTH -0.0062 0.0022 0.0740 0.0645 0.0559 0.0547 0.0795 0.0423 

(-0.31) (0.11) (335) (3.21) (3.02) (2.96) (4.45) (2.39) 

SMSA -0,0207 -0.0050 -0.0418 -0.0107 -0.0399 -0.0032 0.0046 -0.0116 

(-131) (-0.37) (-198) (-0.77) (^2.94) (-0.25) (0.36) (-0.89) 

MASS -0.0337 -0.0878 -0.0443 0.0015 -0.0108 -O.0727 -0.0541 -0,0559 

(-0.86) (-2.13) (-1.01) (0.04) (-0.31) (-2.22) (-1.68) (-1.78) 

CHIAID -0,0009 -0.0009 -O.0006 -0.0001 0.0057 0.0046 0.0011 -0.0008 

(-0.35) (-0.40) (-0.22) (-0.05) (2.29) (2.08) (0,43) (-0.43) 

ADJR-SQ 0.2368 0.2470 0.2407 0.2390 0.2513 0.2571 0.2410 0.2509 
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Women Heading Primary Families (with own child present) 
Dependent Variable: Whether Received One Month or More of Public Assistance 



Independent 

Variable 

INTERCEP 

BLACK 

OTHER 

HISPANIC 

SINGI£ 

WID-DIV 

SCHOOL 

DISADL 

MIGRATE 

CHM8 

CHI45 

AGELT25 

AGEGT40 

STATE UN 

STATE INC 

AFDCBEN 

SOUTH 

SMSA 

MASS 

CHIAID 

ADJ R-SQ 



1980 198! 1982 1983 1984 1985 



1986 



1987 



0.4595 
(5.80) 
0.0891 
(5.32) 
0.0590 
(1,63) 
0.0538 
(2.68) 
0.1512 
(7.27) 
•0.0402 
(-2.65) 
-0.0314 
(-12.7) 
0.2402 
(734) 
0.0188 
(370) 
0.0741 
(11.3) 
0.0866 
(7.18) 
0.1595 
(6.92) 
-0.0819 
(-5.35) 
0.0065 
(1.60) 
-0.0152 
(.2.28) 
0.0*77 
(5.78) 
4.0468 
(-2.23) 
.0.0003 
(-019) 
0.1623 
(4.11) 
-0.0172 
(-7.09) 
0.2788 



03483 
(6.42) 
0.0893 
(5.01) 
0.0152 
(.392) 
0.0307 
(1.48) 
0.1385 
(6.46) 

-0.0759 
(-4.80) 

-0.0295 
(-11.4) 
0.2542 
(7.76) 

0.0050 
(.139) 

0.0557 
(8.14) 
0.1022 
(830) 
0.1296 
(5.36) 
-0.0747 
(4.66) 
0.0031 

(.794) 
-0.0143 
(.2.20) 
0.0*41 
(5.25) 
-0.0727 
(-3.30) 
0.0019 

(129) 
0.0865 

(2.01) 
4.0161 
(.7.07) 
0.2817 



03050 
(6.00) 
0.0982 
(533) 
0.0056 
(.160) 
0.0519 
(2.48) 
0.1470 
(7.10) 
4.0478 
(-2.96) 
-0.0321 
(-12.3) 
0.2078 
(5.84) 
0.0339 
(.910) 
0.0626 
(9.03) 
0.0871 
(7.24) 
0.1610 
(6.66) 
-0.0467 
(-2.87) 
0.0074 
(2.33) 
4.0116 
(.1.95) 
0.0304 
(332) 
4.0965 
(4.33) 
0.0329 
(2.20) 
0.076S 
(1.66) 
4.0181 
(-6-82) 
0.2833 



03856 

(4.64) 
0.1318 

(7.46) 
0.0136 

(.379) 
0.0780 

(3.74) 
0.1542 

(7.24) 
4.0365 
(-2.2S) 
4.0292 
(-10.9) 
0.2203 

(5.68) 
0.0016 

(.043) 

0.0660 

(9.04) 
0.0882 

(7.26) 
0.1598 

(6.60) 
4.0273 
(-169) 
0.0114 
(334) 
4.0056 
(-1.00) 
0.0189 

(2.31) 
4.1273 
(3.86) 
0.0130 

(.878) 
0.0250 

(362) 
40109 
(3.01) 
0.2625 



03154 
(6.44) 

0,0976 
(5.68) 
0.0073 
(.195) 
0.0658 
(3.19) 
0.1302 
(6,44) 
4.0360 
(-2.23) 
4.0323 
(.123) 
03457 
(9.75) 
0.0261 
(1.31) 
0.0721 
(10.1) 
0.0811 
(6.70) 
0.1446 
(6.11) 
4.0437 
(-2.73) 
0.0107 
(2.95) 
4.0084 
(-139) 
0.0207 
(2.73) 
4.1349 
(-6,63) 
4.0094 
(-.640) 
0.0215 
(380) 
4.0170 
(-6.89) 
02844 



0.6858 
(832) 

0.0951 
(5.46) 

4.0027 

(..070) 
0.0079 
(3.95) 
0.1480 
(732) 

4.0494 
(-3.03) 

-0.0371 
(43.9) 
0.2408 
(6.70) 

4.0410 
(.1.15) 

0.0792 
(10.9) 
0.0688 
(5.74) 
0.1057 
(4.42) 
4.0366 
(-Z24) 
4.0014 
(-.M4) 
4.0062 
(4.29) 
0.0115 

0-59) 
4.1476 
(-7.33) 
4.0119 
(-.856) 
0.0737 

(2.12) 
4.0160 
(-7.37) 
0.2974 



03352 
(6.45) 
0.0691 
(4.00) 
4.0652 
(-1.70) 
0.0345 
(1.71) 
0.1188 
(6.03) 

4.0180 
(-1.09) 

4.0350 
(.13.2) 
03100 
(8.49) 

4.0606 

( -132) 

0.0780 

(10.9) 
0.0700 

(5.84) 
0.1600 

(6.70) 
4.0572 
(-3.47) 
0.0046 

(1.20) 
4.0004 
(-.077) 
0.0108 

(137) 
4.1273 
(-6.49) 
4.0058 
(-.404) 
0.0980 

(2.87) 
4.0176 
(«6.83) 
0.26S1 



03574 

(6.41) 
0.1035 

(..98) 
0.0350 

(.990) 
0.0532 

(167) 
0.1551 

(7.92) 
4.0334 
(-2.00) 
4.0364 
(-13.9) 
0.2350 

(638) 
4.0*62 
(.1.19) 

0.0725 
(9.89) 
0.0835 
(7.15) 
0.0925 
(3.90) 
4.0466 
(-2.80) 
0.0041 
(.998) 
0.0002 
(.QS2) 
0.0079 
(1.16) 
4.1061 
(-5.45) 
4.0416 
(-2.89) 
0.1008 
(3.03) 
4.0077 
H.07) 
0.2787 
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Table A-4 

Women Heading Frimary Families (with own child present) 

Dependent Variable: Whether Worked During the Year 
Independent 

Variable 1980 1981 1982 1983 1984 1985 1986 


1987 


INTERCEP 


03420 


0.6874 


0.4731 


0.6099 


0.6632 


03037 


038O5 


0.6185 




(6.77) 


(8.03) 


(5.45) 


(7.19) 


(8.25) 


ACS 

(6.05) 


(6.97) 


(7.16) 


BLACK 


-0.0492 


-0.0648 


4)0639 


-0.0899 


-0.0558 


-0.0506 


-0.0583 


-O.0725 




(-2.90) 


(-3.63) 


(-3.49) 


(4.98) 


(-3.23) 


(-2Js7) 


(-3.36) 


H.22) 


OTHER 


-0.0S13 


-0.0569 


0.0162 


-0.0393 


-0.0757 


-0.055S 


0.0090 


-0.0918 




(-1.40) 


(-1.46) 


(.446) 


(-1.07) 


(-2.00) 


(-1.43) 


(.235) 


(-2.61) 


1 1 ten a %.t» f 
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(-2, fi) 


(-3.97) 




0.0671 


0.0573 


ft A_4*-f 
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0.0352 
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0.0383 


0.0367 
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Table A-5 

Vhtte Non-Hispanic Women Heading Primary Families or 
Sub-families (with own child present) 

Dependent Variable; Whether Received One Month or More of Public Assistance 
Independent 

Variable 1980 1981 1982 1983 1984 1985 1*86 


1987 


INTERCEP 


0.4807 


0.6051 


0.4154 


0.4634 


03510 


0.6913 


03521 


0 577R 




(5,00) 


(5.88) 


(4.00) 


(4.71) 


(5,46) 


(7.11) 


(5.46) 


(S 48^ 


SINGLE 


0.2025 


0.1824 


0.1628 


0.2441 


0.1515 


0.1683 
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(4.82) 
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-0.0118 
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(-5 09) 
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ADJR-SQ 


0.2479 


0.2467 


0.2247 


0,2174 


0.2573 


0.2342 


0.2376 


0.2219 


Sample size 


2,324 


2,159 


2,057 


2,073 


1,925 


2,076 


2,141 


2,064 
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Table A-6 

White Nan-Hispanic Women Heading Primary Families or 
Sub-families (with own child present) 

Dependent Variable: Whether Worked During the Year 
Independent 

Variable 1980 1981 1982 1983 1984 1985 1986 1987 

INTERCEP 03537 03785 03109 03946 0.6470 (14705 03790 0.6307 

(538) (5.60) (4.62) (5.70) (629) (4.71) (5.68) (6.06) 

SINGLE -0.0646 -0,0548 -0.0817 -0.0589 -0.0658 -0.0944 -0.1015 -0.0668 

(-1.89) (-135) (-2.27) (-1.63) (.1.89) (-3.0') (-3.26) (-2.21) 

WJD-DIV 0.0576 0.0628 0.0377 0.0283 0.0302 0.0195 0.0213 0.0464 

(2.91) (3.17) (1.70) (1.31) (U7) (.921) (1.01) (222) 

SCHOOL 0.0345 0.0389 0.0441 0.0391 0.0343 0.0373 0.0359 0.0336 

(935) (10.6) (11.6) (9.93) (9.01) (9.91) (936) (9.08) 

DISABL -0.7261 -0.7244 -0.6912 -0.7452 -0.7405 -0.7154 -0.7604 -0.7651 

(-15.9) (-14.4) (-11.4) (-11.8) (-14.13) (-12.8) (-15.0) (-14.8) 

CHM8 -O.OS37 - 0.0*39 -0.0547 -0.0698 -0.0591 -0.0524 -0.0830 -0.0649 

(-5.48) (436) (-5.14) (-6.60) (-5.32) (-4.89) (-7.85) (-6.14) 

CHI-05 -0.1065 -0.1317 -0.0847 -0.1202 -0.1254 -0. 11 15 -0.0640 -0.0791 

(-6.07) (-7.89) (-4.77) (-7.06) (-7.07) (-638) (-3.76) (-4.93) 

AGELT25 0.0051 0.0313 -0.0666 -0.0699 -0.1281 -0.0808 -0.0987 -O.0069 

(.158) (.968) (-1.91) (-2,06) (-3.74) (-232) (-3.05) (-.214) 

AGKGT40 -0.0449 -0.0475 -0.0184 -0.0569 -0.0616 -O.02O0 -0.0184 -0.0091 

(-2.36) (-2.47) (-.872) (-2.80) (-3.07) (-1.01) (-0.91) (-.454) 

STATE UN -0.0178 -0.0196 -0.0154 -0.0102 -0.0131 -0.0083 -0.0130 -0.0103 

(3.70) (4.38) (-4.02) (-2-72) (-2.97) (-1.67) (-2.71) (-2.11) 

STATE INC 0.0133 0.CO59 -0.0010 -0.0045 -0.0057 0.0O45 -0.0002 -O.O038 

(1.65) (759) (-.126) (-.665) (-.851) (.762) (*.037) (-.697) 

AFDCBEN -0.0293 -0.0326 -0.0138 -0.0064 -0.0025 -0.0174 -0.0073 -0.0108 

(-2.84) (-3.17) (-1.20) (-.605) (-.248) (-1.89) (-.834) (-1.28) 

SOUTH -0.0383 -0.0443 0.0188 0.0407 0.0336 0.0213 0.0323 -0.0228 

(-1.43) (-1.67) (.644) (147) (-1.25) (0.85) (1.29) (-.946) 

SMSA -0.0215 0,0202 -0.0336 -00125 -0.0049 0.0325 0.0262 0.0411 

(-1.17) (1.12) (-1.70) (-652) (-.253) (1.92) (130) (238) 

MASS -0.0469 -0.0308 -0.0465 -0.0319 0.0122 -0.0888 -0.0247 -0.0541 

(-1.05) (-.641) (-.806) (-399) (0.280) (-2.19) (-.612) (-.138) 

CI II AH) -0.C004 -O.0018 -0.0029 -0.0022 0.0043 0.0041 -0.0003 0.0008 

(-.161) (-.775) (-1.05) (-.981) (138) (1.83) (-.114) (-.470) 

ADJR-SQ 0.2030 0.2181 0.1951 0.19O4 0.2376 0.2220 0.2109 0.2032 

Sample size 2,324 2,159 2,057 2,073 1.925 2,076 2,141 064 
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PIONEER PAPER NO. 3 



WORK AND WELFARE IN MASSACHUSETTS 

An Evaluation of the ET Program 



Some early comments; 

"This study is particularly important now given the emerging consensus that Oxe 
current welfare system should be replaced by alternatives that reduce the likelihood 
of long-term dependence on welfare. " 

~ Linda Datcher-Loury, Professor of Economics, TUfts University 

"Tliis study is nicely done with believable results. It breaks new ground by com- 
paring individuals across states and across time periods to help assess the effects 
of the Massachusetts ET Program. Tliis method complements the more widely 
used experimental method for evaluating employment and training programs. In 
fact, by looking at the entire welfare population in a comparative way June O 'Ncill 
identifies certain program effects that experimental studies miss. " 

- Richard Freeman, Program Director, Labor Studies, National Bureau of 
Economic Research and Professor of Economics, Harvard University 

"For scholars, Professor (VNeilPs careful analysis of whether ET affected employ- 
ment and welfare rolls is excellent. For the general reader, Figure 5-1 alone tells 
much of the story 1 . " 

- Charles Murray, author of Losing Ground and In Pursuit: Of Happiness 
and Good Government 

"Given the resistance of the state government to an experimental study Professor 
O'Neill has done a nice piece of work and explained it well. " 

- Richard Nathan, Chairman, Manpower Demonstration Research 
Corporation, New York 

"(XNeilTs analysis certainly indicates that EThas not cut the caseload or welfare 
expenditures enough to offset its immediate expense to the Massachusetts taxpayer 
Her most useful suggestion for improvement is to shift the focus of ET services to 
those with the least job experience. However, it is important to keep in mind that 
there are larger issues, such as possible long-term benefits to ET participants, not 
addressed in this study " 

- Alice Rivlin, Senior Fellow, Brookings Institution 
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